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GERMAN INVASION OF BELGIUM, LUXEMBURG, AND THE 
NETHERLANDS 


Reports of American Foreign Service Officers 


[Released to the press May 10] 

On the evening of May 9, between 8:30 and 9 
p. m., the American Ambassador to Belgium, 
Mr. John Cudahy, telephoned from Brussels to 
the President at the White House stating that 
the Belgian Cabinet was in session and that a 
Belgian official had said that he anticipated that 
there might be trouble before morning. 

At 10:50 p. m., eastern standard time, Am- 
bassador Cudahy telephoned Secretary Hull at 
his residence, stating that he was informed by a 
high Belgian official that one German and one 
Luxemburg citizen were reported to have been 
killed in Luxemburg and that heavy German 
air forces were then over Luxemburg and flying 
inte Belgium and were also reported over the 
Netherlands. The official stated that there had 
been large concentrations of land forces on all 
three frontiers—Belgium, Luxemburg, and the 
Netherlands—and that the Belgians were ex- 
pecting that the land forces would attack on all 
three fronts at any time, probably at daybreak. 
The Government of Luxemburg had left Lux- 
emburg with the exception of the Foreign 
Minister. 

Following the foregoing telephone conversa- 
tion, Secretary Hull called the President and 
Department officers and left his residence for 
the Department. He was the first to arrive at 
his office (at about 11 p. m., eastern standard 
time) and was followed by Assistant Secretary 
Berle; Mr. James Clement Dunn, Political Ad- 
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viser; Mr. J. Pierrepont Moffat, Chief of the 
Division of European Affairs; and Assistant 
Secretary Long. Others who reported for duty 
were Mr. Michael J. McDermott, Chief, Divi- 
sion of Current Information; Mr. Cecil W. 
Gray, Assistant to Secretary Hull; Mr. Hugh S. 
Cumming of the European Division; and Mr. 
Sheldon Thomas, Assistant Chief, Division of 
Current Information. The Secretary immedi- 
ately put in telephone calls for a number of 
European capitals. 

Communications were effected with Brussels 
at about 1 a. m., eastern standard time, when 
Ambassador Cudahy informed Secretary Hull 
that Luxemburg had been invaded by land and 
by air. The Ambassador reported that Ger- 
man planes continued to cross the border and 
were bombing the airport near Brussels. He 
told Secretary Hull that there seemed to be a 
German attack on all three countries—Belgium, 
Luxemburg, and the Netherlands. 

Up to 1 a. m., it had been impossible to reach 
American Ambassador William C. Bullitt in 
Paris by telephone or American Minister 
George A. Gordon at The Hague. A call to 
American Ambassador Joseph P. Kennedy in 
London was completed shortly after 1 a. m., 
eastern standard time, but at that time he had 
no important information. 

A telegram received at 2:50 a. m., eastern 
standard time, from the American Minister to 
the Netherlands, Mr. George A. Gordon, stated 
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that the Netherlands Foreign Minister had 
informed him that the German Minister had 
paid him a visit during which he stated that 
the German Government was in possession of 
irrefutable evidence that the Allies were about 
to attack Germany through Belgium, the 
Netherlands, and Luxemburg, and that this 
attack had been long in preparation with the 
knowledge of Belgium and the Netherlands. 
The telegram also stated that according to the 
Netherlands Foreign Minister, Brussels was 
being heavily bombed at that time. 

Minister Gordon at The Hague informed the 
Department by a telegram received at 3 a. m., 
eastern standard time, that the Netherlands 
Foreign Office had informed him that the 
Netherlands Government considered itself to 
be in a state of war with Germany and had 
asked aid from Britain and France; that the 
Netherlands frontier had been crossed by the 
Germans, who had bombed military objectives, 
including the airfield at Waalhaven. Minister 
Gordon stated that Dutch antiaircraft fire 
began at 4 a. m. (Netherlands time) ;'and that 
the American commercial attaché saw two 
bombs dropped on the outskirts of The Hague. 

The Under Secretary of State, Mr. Sumner 
Welles, arrived at the Department sometime 
after 1 a. m., eastern standard time, and Secre- 
tary Hull left the Department for his resi- 
dence at about 2 a. m. 

In a telephone conversation between Ambas- 
sador Joseph P. Kennedy at London and 
Under Secretary Welles at 3:45 a. m., Am- 
bassador Kennedy reported that he had just 
talked by telephone with Ambassador Cudahy 
in Brussels. Ambassador Cudahy informed 
Ambassador Kennedy that Brussels was 
bombed at about 5:30 a. m. (Brussels time) 
and that a house near the Embassy had been 
hit. 

Ambassador Kennedy stated that the Bel- 
gian Foreign Minister had asked Ambassador 
Cudahy to request the American Government 
to inform the German Government that Brus- 
sels was an open city and that no troops were 
stationed there. Immediately upon receiving 
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this request from the Belgian Government, 
through Ambassadors Cudahy and Kennedy, 
Under Secretary Welles communicated the 
message to the German Foreign Office through 
our Embassy in Berlin. 

Telephone communications were effected 
with Paris at 4 a. m., eastern standard time, 
when Ambassador Bullitt informed Under 
Secretary Welles that he had information con- 
firming what Ambassador Cudahy had re- 
ported about the bombing of Brussels and that 
the air attack on Brussels had occurred at 
about 5:15 a. m. (Brussels time). Ambas- 
sador Bullitt also reported that the German 
Government’s notification to the Belgian Gov- 
ernment was not delivered by the German 
Minister until 8:40 a. m. (Brussels time). 
(The notification referred to here was to the 
effect that Germany had irrefutable evidence 
that the Allies were about to attack Germany.) 
Ambassador Bullitt also reported that a num- 
ber of towns in France had been bombed by 
the German air forces. 

In a telephone conversation from The Hague 
at 4:25 a. m., Minister Gordon informed Under 
Secretary Welles that all Americans in The 
Hague district had been brought in and were 
safe except one family on the outskirts; and 
that the military attaché had gone to bring in 
this family. Minister Gordon also reported 
that in telephone calls to the consulates gen- 
eral at Amsterdam and Rotterdam about an 
hour earlier, all Americans in those consular 
districts were believed to be safe. During this 
conversation, Minister Gordon told Mr. Welles 
that the antiaircraft and machine-gun fire was 
so loud that he could hardly hear himself talk. 

Consul General Frank C. Lee at Amsterdam 
called Mr. Welles at 4:35 a. m., eastern stand- 
ard time, and said that the Americans in the 
Amsterdam consular district were all believed 
safe and that because of the closing of the bor- 
ders he had advised the Americans to sit tight 
and keep in touch with the consulate general. 
Mr. Lee reported that while Amsterdam was 
quiet, he had heard that there was firing going 
on in the streets of Rotterdam. 
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[Released to the press May 10] 

Ambassador John Cudahy in Brussels tele- 
phoned Ambassador William C. Bullitt at 
Paris at 11:15 a. m. (Brussels time), May 10, 
and informed him that the German forces had 
already overrun the whole of Luxemburg and 
the whole of Limburg. There was heavy fight- 
ing in the Ardennes. Ambassador Cudahy 
added that he had almost been knocked down 
by the force of a bomb which fell 300 feet from 
the American Embassy and that one of his 
ears had been deafened by it and was still deaf. 
A number of windows in the Embassy had been 
shattered. 

The American Minister to the Netherlands, 
Mr. George A. Gordon, reported at 6 a. m. 
(Netherlands time) that he had been informed 
by officials that German ground forces had at- 
tacked along the entire eastern frontier. Ger- 
man air forces bombed all airports; parachute 
troops had attempted to land near Delft. From 
the chancery of the Legation, three planes had 
been seen shot down within the hour. One of 
them crashed within a few hundred yards of 
the chancery. Mr. Gordon reported at noon 
(Netherlands time) that bombs had _ been 
dropped right in The Hague. While he was 
at the Foreign Office, one fell just behind it, and 
another falling near the General Staff Head- 
quarters shattered windows in the Legation, 
which is in that immediate vicinity. 

Ambassador Cudahy, in Brussels, telephoned 
Ambassador Bullitt in Paris at 8:45 a. m., May 
10. He said that without presenting any note 
and without giving any warning, a large fleet 
of German bombers had bombed Brussels at 
5:15 that morning. One of the bombs had 
dropped 300 feet from the American Embassy, 
which is in the residential quarter of the city. 
Ambassador Cudahy said that he had called 
on the Belgian Minister of Foreign Affairs at 
6 o’clock the same morning. The Belgian Min- 
ister said that he had received no ultimatum 
of any kind from Germany. The German Am- 
bassador in Brussels had not yet called on the 
Minister of Foreign Affairs. 

Ambassador Cudahy said that he had been 
talking with Luxemburg at 2 o’clock the morn- 
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ing of May 10 and had been informed that the 
Germans had fired across the Luxemburg fron- 
tier and that the Luxemburg Government ex- 
pected a German invasion at any minute. His 
telephone connection had been cut off, and he 
had been unable to reestablish communications 
with Luxemburg. Ambassador Cudahy had 
received information that German forces had 
invaded the Netherlands without warning at 
4 o’clock the morning of May 10. He had also 
received unofficial information that there was 
heavy fighting in progress on the Meuse and 
the Canal Albert. 


[Released to the press May 10] 

The American Chargé in Berlin, Mr. Alex- 
ander C. Kirk, reported to the Department of 
State on the morning of May 10 that he has 
canceled his leave of absence and returned to 
Berlin to resume charge. 

The Department of State early the same 
morning instructed the American Embassy at 
Berlin to convey the following message imme- 
diately to the, Foreign Office: “The Department 
of State is informed that the Belgian Govern- 
ment has requested this Government, through 
the American Embassy in Brussels, to inform 
the German Government that the city of 
Brussels is an open city and that no troops 
are situated there.” 

The American Chargé in Berlin reported 
to the Department at 5 p. m. (German time), 
May 10, that a copy of the message was handed 
to Under State Secretary Woermann at the 
Foreign Office, who said that he would place 
it immediately before the Foreign Minister. 
A note verbale containing the substance of the 
telegram had also been forwarded to the 
Foreign Office. 

Ambassador Bullitt reported from Paris at 
3 p. m. (Paris time), May 10, that the air- 
dromes at Chartres and Lyon had been bombed 
by the Germans, and the town of Pontoise also 
had been bombed. 

According to information he had received, 
the Luxemburg frontier was encircled by 
German troops who landed from airplanes by 
parachutes. 
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Ambassador Cudahy reported from Brussels 
at 11 a. m. (Brussels time), May 10, that he 
had received a memorandum from the Foreign 
Minister with the information that it had been 
put in the hands of the German Ambassador 
in Brussels at the Belgian Foreign Office at 
8:40 a.m. The memorandum in translation 
reads: “The Belgian Government declares that 
Brussels is an open city, that there are no 
troops stationed in the city, and none will pass 
through it.” 

Ambassador Bullitt reported from Paris 
that American Consul James G. Carter had 
reported from Calais, France, that a German 
air attack had been made on that town be- 
ginning at 3:55 a. m. (Paris time), May 10, 
and that the German planes circled over the 
city. It was believed that 7 bombs were 
dropped and that 10 people were killed and 
an unknown number wounded. 

Ambassador Bullitt reported at noon 
(French time), May 10, that he was informed 
by authoritative Swiss sources that in the early 
hours of the morning, a German plane dropped 
bombs in Swiss territory on the main railway 
line, which connects France and Switzerland, 
at Courrendlin at a point close to one of the 
main tunnels in the Jura Mountains. The 
railroad line was partly destroyed, and traffic 
has been interrupted. A responsible Swiss 
official expressed the opinion that this bomb 
might have been dropped by mistake on Swiss 
territory. 

The American Minister t the Netherlands, 
Mr. George A. Gordon, cabled at 10 a. m., May 
10, that he was glad to mp that the Legation 
had managed to get fout American families 


living in Wassenaar into town and that fight- 

ing in that district had not yet materialized. 
The Aimerican consul at Curacao, Mr. John 

F. Huddleston, has informed the Department 
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that this morning martial law was declared in 
Curacao. There are seven German merchant 
vessels in port, the crews of which are being 


held. 


[Released to the press May 11] 

The American consul at Bergen, Mr. Maurice 
P. Dunlap, has informed the Legation at Oslo, 
Norway, that all Americans, including those 
married to Norwegians in Bergen and sur- 
rounding districts, are well. This is the first 
direct communication our people at Oslo have 
had with our people at Bergen. 

The American consul at Antwerp, Mr. Louis 
Sussdorff, Jr., has been informed that build- 
ings of the Ford Company plant in Antwerp 
were hit by three small bombs launched from 
a German airplane at 2:30 the afternoon of 
May 10. No Americans were hurt but four 
Belgian employees were wounded. The dam- 
age to the plant was principally broken glass. 
The Ford Company is in proximity to the Gen- 
eral Motors plant. 

Ambassador Cudahy reported late the night 
of May 10 that throughout the day German 
airplanes had flown over Brussels from time 
to time and had dropped many incendiary 
bombs without starting any serious fires. 

Mr. Leland Harrison, the American Minister 
to Switzerland, reported that on May 10 there 
were numerous violations of Swiss territory by 
German airplanes. The German planes were 
reported to have dropped 17 bombs in Switzer- 
land near Courrendlin between Dellemont and 
Moutier at 5:20 a. m., May 10. 

Ambassador Gordon reported that further 
bombs were dropped in The Hague the after- 
noon of May 10. 

At Paramaribo, Surinam (Dutch Guiana), 
the German ship Goslar was scuttled. All 
German citizens at Paramaribo were interned. 
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Proclamations and Regulations Concerning Neutrality of the United States in the War 
Between Germany and Belgium,Luxemburg, and the Netherlands 


[Released to the press May 11] 

PROCLAMATION OF A STATE OF War BerwEeN 
GERMANY, ON THE OnE Hanp, Anp Beteium, 
LUXEMBURG, AND THE NETHERLANDS, ON THE 
Orner Hanp 


BY THE PRESIDENT OF THE UNITED STATES OF 
AMERICA 


A Proclamation 


Wuereas section 1 of the joint resolution of 
Congress approved November 4, 1939, provides 
in part as follows: 


“That whenever the President, or the Con- 
gress by concurrent resolution, shall find that 
there exists a state of war between foreign 
states, and that it is necessary to promote the 
security or preserve the peace of the United 
States or to protect. the lives of citizens of the 
United States, the President shall issue a procla- 
mation naming the states involved ; and he shall, 
from time to time, by proclamation, name other 
states as and when they may become involved 
in the war.” 


ANp wuereas it is further provided by section 
13 of the said joint resolution that 


“The President may, from time fo time, pro- 
mulgate such rules and regulations, not incon- 
sistent with law as may be necessary and proper 
to carry out any of the provisions of this joint 
resolution; and he may exercise any power or 
authority conferred on him by this joint reso- 
lution through such officer or officers, or agency 
or agencies, as he shall direct.” 


Now, THEREFORE, I, Frankiin D. Roosevenr, 
President of the United States of America, act- 
ing under and by virtue of the authority con- 
ferred on me by the said joint resolution, do 


hereby proclaim that a state of war unhappily 
exists between Germany, on the one hand, and 
Belgium, Luxemburg, and the Netherlands, on 
the other hand, and that it is necessary to pro- 
mote the security and preserve the peace of the 
United States and to protect the lives of citizens 
of the United States. 

And I do hereby enjoin upon all officers of 
the United States, charged with the execution 
of the laws thereof, the utmost diligence in 
preventing violations of the said joint resolu- 
tion and in bringing to trial and punishment 
any offenders against the same. 

And I do hereby delegate to the Secretary 
of State the power to exercise any power or 
authority conferred on me by the said joint 
resolution, as made effective by this my procla- 
mation issued thereunder, which is not spe- 
cifically delegated by Executive order to some 
other officer or agency of this Government, and 
the power to promulgate such rules and regu- 
lations not inconsistent with law as may be 
necessary and proper to carry out any of its 
provisions. 

IN WITNESS WHEREOF, I have hereunto set 
my hand and caused the Seal of the United 
States of America to be affixed. 

Done at the City of Washington this 
eleventh day of May, in the year of our Lord 

nineteen hundred and forty, and of 

[seEAL] the Independence of the United 

States of America the one hundred 
and sixty-fourth. 
FrankKLIN D. Roosevett 

By the President: 

Cornett Hutz, 
Secretary of State. 


[No. 2404] 
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[Released to the press May 11] 

ProcLaIMInc THE NEUTRALITY OF THE UNITED 
SraTes In THE War BETWEEN GERMANY, ON 
THE One Hann, anv Bexerum, LuxEmsure, 
AND THE NETHERLANDS, ON THE OTHER Hanp 


BY THE PRESIDENT OF THE UNITED STATES OF 
AMERICA 


A Proclamation 


Wuereas a state of war unhappily exists be- 
tween Germany, on the one hand, and Belgium, 
Luxemburg, and the Netherlands, on the other 
hand; 

Now, THEREFORE, I, FRANKLIN D. RoosevEtr, 
President of the United States of America, in 
order to preserve the neutrality of the United 
States and of its citizens and of persons within 
its territory and jurisdiction, and to enforce 
its laws and treaties, and in order that all per- 
sons, being warned of the general tenor of the 
laws and treaties of the United States in this 
behalf, and of the law of nations, may thus be 
prevented from any violation of the same, do 
hereby declare and proclaim that all of the 
provisions of my proclamation of September 
5, 1939, proclaiming the neutrality of the 
United States in a war between Germany and 
France; Poland; and the United Kingdom, 
India, Australia and New Zealand apply 
equally in respect to Belgium, Luxemburg, and 
the Netherlands. 

IN WITNESS WHEREOF, I have hereunto set 
my hand and caused the Seal of the United 
States of America to be affixed. 

Done at the city of Washington this elev- 
enth day of May, in the year of our Lord 

nineteen hundred and forty, and of 

[seat] the Independence of the United 

States of America the one hundred 
and sixty-fourth. 


FRANKLIN D. Rooseve_t 
By the President: 
CorpeLL Hui 
Secretary of State. 


[ No, 2405] 
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[Released to the press May 11] 

Use or Ports or TERRITORIAL WATERS OF THE 
Unirep States By SUBMARINES OF ForeIGN 
BELLIGERENT STATES 


BY THE PRESIDENT OF THE UNITED STATES OF 
AMERICA 


A Proclamation 


Whereas section 11 of the Joint Resolution 
approved November 4, 1939, provides: 


“Whenever, during any war in which the 
United States is neutral, the President shall 
find that special restrictions placed on the use 
of the ports and territorial waters of the 
United States by the submarines or armed mer- 
chant vessels of a foreign state, will serve to 
maintain peace between the United States and 
foreign states, or to protect the commercial 
interests of the United States and its citizens, 
or to promote the security of the United States, 
and shall make proclamation thereof, it shall 
thereafter be unlawful for any such submarine 
or armed merchant vessel to enter a port or the 
territorial waters of the United States or to 
depart therefrom, except under such conditions 
and subject to such limitations as the President 
may prescribe. Whenever, in his judgment, 
the conditions which have caused him to issue 
his proclamation have ceased to exist, he shall 
revoke his proclamation and the provisions of 
this section shall thereupon cease to apply, ex- 
cept as to offenses committed prior to such 
revocation.” 


Whereas there exists a state of war between 
Germany on the one hand and Belgium and the 
Netherlands on the other hand; 

Wuereas the United States of America is 
neutral in such war; 

Wuereas by my proclamation of November 
4, 1939, issued pursuant to the provision of law 
quoted above, I placed special restrictions on 
the use of ports and territorial waters of the 
United States by the submarines of France; 
Germany; Poland; and the United Kingdom, 
India, Australia, Canada, New Zealand, and 
the Union of South Africa; 
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Now, THEREFORE, I, Franxutn D. Rooseverr, 
President of the United States of America, act- 
ing under and by virtue of the authority vested 
in me by the foregoing provision of section 11 
of the Joint Resolution approved November 4, 
1939, do by this proclamation declare and pro- 
claim that the provisions of my proclamation of 
November 4, 1939, in regard to the use of the 
ports and territorial waters of the United 
States, exclusive of the Canal Zone, by the 
submarines of France; Germany; Poland; and 
the United Kingdom, India, Australia, Canada, 
New Zealand, and the Union of South Africa, 
shall also apply to the use of the ports and ter- 
ritorial waters of the United States, exclusive 
of the Canal Zone, by the submarines of Bel- 
gium and the Netherlands. 

Anp I do hereby enjoin upon all officers of 
the United States, charged with the execution 
of the laws thereof, the utmost diligence in pre- 
venting violations of the said Joint Resolution, 
and this my proclamation issued thereunder, 
and in bringing to trial and punishment any 
offenders against the same. 

IN WITNESS WHEREOF, I have hereunto set my 
hand and caused the Seal of the United States 
of America to be affixed. 

Done at the City of Washington this eleventh 
day of May, in the year of our Lord nineteen 

hundred and forty, and of the 

[seat] Independence of the United States 

of America the one hundred and 
sixty-fourth. 


FraNkKuin D. Roosevett 


By the President: 
Corpett Hui 
Secretary of State. 
[No. 2406] 


[Released to the press May 11] 
EXEcuTIVE ORDER 


Prescribing Regulations Governing the En- 
forcement of the Neutrality of the United 
States 
Whereas, under the treaties of the United 

States and the law of nations it is the duty of 

the United States, in any war in which the 
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United States is a neutral, not to permit the 
commission of unneutral acts within the juris- 
diction of the United States; 

AND WHEREAS, a proclamation was issued by 
me on the eleventh day of May declaring the 
neutrality of the United States of America in 
the war now existing between Germany, on the 
one hand, and Belgium, Luxemburg, and the 
Netherlands, on the other hand: 

Now, THEREFORE, in order to make more effec- 
tive the enforcement of the provisions of said 
treaties, law of nations, and proclamation, I 
hereby prescribe that the provisions of my 
Executive Order No. 8233 of September 5, 1939, 
prescribing regulations governing the enforce- 
ment of the neutrality of the United States, 
apply equally in respect to Belgium, Luxem- 
burg, and the Netherlands. 

FRANKLIN D. RoosEvett 

Tue Wuirte Hovse 

May 11, 1940. 
[No. 8406] 


The following regulations have been codified 
under Title 22: Foreign Relations; Chapter I: 
Department of State; and Subchapter A: The 
Department, in accordance with the require- 
ments of the Federal Register and the Code of 
Federal Regulations: 


Part 12—Commerce Wir Srates ENGAGED IN 
ArmeEpD CONFLICT 


§ 12.1 Ewportation or transportation of arti- 
cles or materials—(g) Belgium, Luwemburg, 
and the Netherlands. The regulations under 
section 2 (c) and (i) of the joint resolution of 
Congress approved November 4, 1939, which 
the Secretary of State promulgated on Novem- 
ber 10 (22 CFR 12.1 (a)—(d))? and November 
25 (22 CFR 12.1 (e)),? 1939, henceforth apply 
equally in respect to the export or transport of 
articles and materials to Belgium, Luxemburg, 


* Regulations (1)—(4) in “Regulations under section 
2 (c) and (i) of the joint resolution of Congress ap- 
proved November 4, 1939,” which were published in 
the Federal Register of November 16, 1989 (4 F. R. 
4598 DI), have been designated as 22 CFR 121 (a)- 
(d). 
* Regulation (5) (4 F. R. 4701 DI) has been desig- 
nated as 22 CFR 12.1 (e). 
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and the Netherlands. (Secs. 2 (c), (i), Public 
Res. 54, 76th Cong., 2d sess., approved Nov. 4, 
1939; Proc. No. 2404, May 11, 1940) 
CorpeLt Hou, 
Secretary of State. 
May 11, 1940. 


Parr 40—SouiciraTtion AND COLLECTION OF 
ContrisuTions For Use 1n CerraiIn Coun- 
TRIES 


§ 40.18 Contributions for use in Belgium, 
Luxemburg, and the Netherlands. The rules 
and regulations (22 CFR 40.1-16) under sec- 
tion 8 of the joint resolution of Congress 
approved November 4, 1939, which the Secre- 
tary of State promulgated on November 6, 
1939,* henceforth apply equally to the solicita- 
tion and collection of contributions for use in 
Belgium, Luxemburg, and the Netherlands. 
(Sec. 8, Public Res. 54, 76th Cong., 2d sess., 
approved Nov. 4, 1939; Proc. No. 2404, May 
11, 1940) 

CorpELL Hut, 
Secretary of State. 
May 11, 1940. 


Part 55C—TRaveE. 


Pursuant to the provisions of section 5 of 
the joint resolution of Congress, approved No- 
vember 4, 1939, and of the President’s procla- 
mation of April 10, 1940, the regulations in 22 
CFR 55C.1 and 55C.2 of November 6, 1939,* 
as amended November 17, 1939,° and April 25, 
1940,° are hereby amended to read as follows: 


§ 55C.1 American diplomatic, consular, mili- 
tary, and naval officers. American diplomatic 
and consular officers and their families, mem- 
bers of their staffs and their families, and 
American military and naval officers and per- 
sonnel and their families may travel pursuant 


°4 F. R. 4510 DI. 
“4 F, R. 4509. 
°4 F. R. 4640. 
°5 F. R. 1597. 
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to orders on vessels of France; Germany; Po- 
land; or the United Kingdom, India, Aus- 
tralia, Canada, New Zealand, the Union ot 
South Africa; Norway; Belgium; and the 
Netherlands, if the public service requires. 
(Sec. 5, Public Res. 54, 76th Cong., 2d sess., 
approved Nov. 4, 1939; Proc. No. 2404, May 
11, 1940) 

§ 55C.2 Other American citizens. Other 
American citizens may travel on vessels of 
France; Germany; Poland; or the United 
Kingdom, India, Australia, Canada, New 
Zealand, the Union of South Africa; Norway; 
Belgium; and the Netherlands: Provided, how- 
ever, That travel on or over the north Atlantic 
Ocean, north of 35 degrees north latitude and 
east of 66 degrees west longitude or on or over 
other waters adjacent to Europe or over the 
continent of Europe or adjacent islands shall 
not be permitted except when specifically 
authorized by the Passport Division of the 
Department of State or an American diplo- 
matic or consular officer abroad in each case. 
(Sec. 5, Public Res. 54, 76th Cong., 2d sess., 
approved Nov. 4, 1939; Proc. No. 2404, May 
11, 1940) 

CorpEeLL Hutz, 
Secretary of State. 
May 11, 1940. 


Exchange of Correspondence Between 
President Roosevelt and King Leopold 
of Belgium 


[Released to the press May 11] 

Following is an exchange of telegrams be- 
tween the President and His Majesty Leopold 
ITI, King of the Belgians: 


“Brutally attacked by Germany which had 
entered into the most solemn engagements with 
her, Belgium will defend herself with all of 
her strength against the invader. In these 
tragic hours which my country is undergoing, 
I am addressing myself to Your Excellency, 
who so often has demonstrated towards 
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Belgium an affectionate interest, in the cer- 
tainty that you will support with all of your 
moral authority the efforts which we are now 
firmly decided to make in order to preserve 


our independence. 
LEOPOLD” 


“Tue Waite Hovse, 
May 11, 1940. 

“I have received Your Majesty’s telegram. 
As I stated in an address which I delivered 
last night to representatives of the twenty- 
one American Republics, the cruel invasion by 
force of arms of the independent nations of 
Belgium, Netherlands, and Luxemburg has 
shocked and angered the people of the United 
States and, I feel sure, their neighbors in the 
Western Hemisphere. The people of the 
United States hope, as do I, that policies 
which seek to dominate peaceful and inde- 
pendent peoples through force and military 
aggression may be arrested, and that the Gov- 
ernment and people of Belgium may preserve 
their integrity and their freedom. As an old 
personal friend I send you my warm personal 
regards. 

Frankuin D. Rooseveir” 
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EXECUTIVE ORDER REGARDING 
PROPERTY OF BELGIUM, LUXEM- 
BURG, AND THE NETHERLANDS IN 
THE UNITED STATES 


On May 10, 1940, the President signed Exec- 
utive Order No. 8405 prohibiting certain trans- 
actions in foreign exchange, transfers of credit, 
and export of coin and currency which involve 
property in which Belgium, Luxemburg, and 
the Netherlands on or since May 10, 1940, have 
had any interest whatsoever. An Executive or- 
der [ No. 8389] of April 10, 1940, made the same 
prohibitions in behalf of Norway and Den- 
mark. The text of Executive Order No. 8405 
appears in the Federal Register for May 11, 
1940 (Vol. 5, No. 93), pages 1677-1678. The 
regulations of the Treasury Department issued 
on May 10, 1940, under authority of this order, 
appear in the same issue of the Federal Reg- 
ister, pages 1680-1682. 


+++ 


CONSULAR CONVENTION WITH 
LITHUANIA 


An announcement regarding the signing on 
May 10, 1940, of a consular convention with 
Lithuania, appears in this Bulletin under the 
heading “Treaty Information.” 


| The Far East | 


MAINTENANCE OF THE “STATUS QUO” OF THE NETHERLANDS INDIES 
Statement by the Secretary of State 


{Released to the press May 11] 

In response to inquiries by correspondents 
concerning press reports from Tokyo relative 
to the status quo of the Netherlands East 
Indies, the Secretary of State made the follow- 
ing statement : 

“T have no full report about the matter re- 
ferred to in the press despatches from Tokyo. 
During recent weeks a number of governments, 


including Great Britain, Japan, and the 
United States, have made clear in official public 
utterances their attitude of continued respect 
for the status quo of the Netherlands East 
Indies. This was in harmony with definite 
commitments formally made in writing in 
1922. This Government assumes that each of 
the governments which has made commitments 
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will continue to abide by those commitments. 
On April 17, 1940, in a public statement, I 


said: 


“Intervention in the domestic affairs of the 
Netherlands Indies or any alteration of their 
status quo by other than peaceful processes 
would be prejudicial to the cause of stability, 
peace, and security not only in the region of 
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the Netherlands Indies but in the entire Pacific 
area,’? 

“In view of these facts, commitments and ex- 
pressions of intention to respect the status quo 
of the Netherlands East Indies cannot be too 
often reiterated.” 


"See the Bulletin of April 20, 1940 (Vol. II, No. 
43), p. 411. 





| The American Republics 


EIGHTH AMERICAN SCIENTIFIC CONGRESS 
Address by the President of the United States 


[Released to the press by the White House May 10] 
FreLiow SERVANTS OF THE AMERICAS: 

All of the men and women of this Pan 
American Scientific Congress have come here 
tonight with heavy hearts. During the past 
few years we have seen event follow event, 
each and every one of them a shock to our 
hopes for the peaceful development of modern 
civilization. This very day three more inde- 
pendent nations have been cruelly invaded by 
force of arms. 

In some human affairs the mind of man 
grows accustomed to unusual actions if they 
are oft repeated. That is not so in the world 
happenings of today—and I am proud that it 
is not so. I am glad that we are shocked and 
angered by the tragic news from Belgium and 
the Netherlands and Luxemburg. 

The overwhelmingly greater part of the 
population of the world abhors conquest and 
war and bloodshed—prays that the hand of 
neighbor shall not be lifted against neighbor. 
The whole world has seen attack follow threat 
on so many occasions and in so many places 
during these later years. We have come, there- 
fore, to the reluctant conclusion that a con- 
tinuance of these processes of arms presents a 
definite challenge to the continuation of the 
type of civilization to which all of us in the 
three Americas have been accustomed. 


I use this Pan American Scientific Congress 
as one of many similar illustrations. It is no 
accident that this meeting takes place in the 
New World. In fact, this hemisphere is now 
almost the only part of the earth in which such 
a gathering can take place. Elsewhere war or 
politics has compelled teachers and scholars to 
leave their great calling and to become agents 
of destruction. 

We, and most people in the world, believe in 
a civilization of construction and not of de- 
struction. We, and most people in the world, 
believe that men and women have an inherent 
right to hew out the patterns of their own 
individual lives, just so long as they as indi- 
viduals do not harm their fellow beings. We 
call this by many synonymous terms—indi- 
vidual liberty, civil liberty, democracy. 

Until now we permit ourselves by common 
consent to search for truth, to teach the truth 
as we see it—and by learning a little here and 
a little there, and teaching a little here and a 
little there to allow the normal processes of 
truth to keep growing for the well-being of our 
fellow men. In our search and in our teach- 
ing we are a part of a great adventure—an 
exciting adventure—which gives to us a larger 
satisfaction even than did the adventure of 
settling the Americas give to our Founding 
Fathers. We feel that we are building human 
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progress by conquering disease and poverty and 
discomfort, and by improving science and 
culture, removing one by one the cruelty, the 
crudity, and the barbarism of less civilized 
eras. 

In contrast, in other parts of the world, 
teachers and scholars are not permitted to 
search for truth lest the truth when made 
known might not suit the designs of their 
masters. Too often they are not allowed to 
teach the truth as they see it, for truth might 
make men free. They become objects of 
suspicion if they speak openly, if they show an 
interest in new truth, for their very tongues 
and minds are supposed to be mobilized for 
other ends. 

This has not happened in the New World. 
God willing, it shall not happen in the New 
World. 

At the pan-American conference at Buenos 
Aires, and again at Lima, we discussed a dim 
and unpleasant possibility. We feared that 
other continents might become so involved in 
wars brought on by the school of destruction 
that the Americas might have to become the 
guardian of western culture, the protector of 
Christian civilization. 

In those days it was merely a fear. Today 
the fear has become a fact. 

The inheritance which we had hoped to share 
with every nation in the world is, for the 
moment, left largely in our keeping; and it is 
our compelling duty to guard and enrich that 
legacy, to preserve it for a world which must 
be reborn from the ashes of the present disaster. 

Today we know that until recent weeks too 
many citizens of the American republics be- 
lieved themselves wholly safe—physically and 
economically and socially—from the impact of 
the attacks on civilization which are in prog- 
ress elsewhere. Perhaps this mistaken idea 
was based on the false teaching of geography— 
the thought that a distance of several 
thousand miles from a war-torn Europe gave 
to us some form of mystic immunity which 
could never be violated. 

Yet, speaking in terms of timetables, in 
terms of the moving of men and guns and 
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planes and bombs, every acre—every hectare— 
of the Americas from the Arctic to the Ant- 
arctic is closer to the homes of modern con- 
querors and the scenes of attacks in Europe 
than was the case in historic efforts to domi- 
nate the world in bygone centuries. From the 
point of view of conquests, it is a shorter dis- 
tance from the center of Europe to Santiago 
de Chile than it was for the chariots of Alex- 
ander to roll from Macedonia to Persia. In 
modern terms it is a shorter distance from 
Europe to San Francisco than it was for the 
ships and legions of Caesar to move from 
Rome to Spain or Britain. Today it is 4 or 
5 hours from the Continent of Africa to the 
Continent of South America, where it was 4 
or 5 weeks for the armies of Napoleon to move 
from Paris to Rome or Paris to Poland. 

You who are scientists may be told that you 
are responsible because of the processes of in- 
vention for the annihilation of time and space, 
but I assure you that it is not the scientists of 
the world who are responsible, because the 
objectives which you have had have looked 
toward closer and more peaceful relations be- 
tween all nations through the spirit of coopera- 
tion and the interchange of knowledge. What 
has come about has been caused solely by those 
who would use, and are using, your inventions 
of peace in a wholly different cause—those who 
seek to dominate hundreds of millions of peo- 
ple in vast continental areas—those who, if 
successful in that aim will, we must now admit, 
enlarge their wild dream to encompass every 
human being and every mile of the earth’s 
surface. 

The great achievements of science and even 
of art can be used to destroy as well as create; 
they are only instruments by which men try to 
do the things they most want to do. If death 
is desired, science can do that. Ifa full life is 
sought, science can do that also. Happily for 
us that question is solved—for in the New 
World we live for each other and in the service 
of a Christian faith. 

Is this solution—our solution—permanent or 
safe if it is solved for us alone? That it seems 
to me is the most immediate issue that the 
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Americas face. Can we continue our peaceful 
construction if all the other continents embrace 
by preference or by compulsion a wholly dif- 
ferent principle of life? 

Surely it is time for our republics to spread 
that problem before us in the cold light of day, 
to analyze it, to ask questions, to demand 
answers, to use every knowledge, every science 
we possess, to apply common sense, and espe- 
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cially to act with unanimity and singleness of 
purpose. 

I am a pacifist. You, my fellow citizens of 
21 American republics, are pacifists. 

But I believe that by overwhelming ma- 
jorities you and I, in the long run and if it be 
necessary, will act together to protect and de- 
fend by every means our science, our culture, 
our freedom, and our civilization. 


United States Delegation 


[Released to the press May 6} 

The President has approved the designation 
of the following officers and members of the 
United States delegation to the Eighth Ameri- 
can Scientific Congress, which will be held in 
Washington from May 10 to 18, 1940: 


Chairman: 


The Honorable Sumner Welles, Under Secre- 
tary of State; temporary president of the 
Congress 


Vice chairmen: 


Dr. Frank B. Jewett, President, National 
Academy of Sciences 

Dr. Roland S. Morris, President, American 
Philosophical Society 

Delegates: 

Dr. C. G. Abbot, Secretary of the Smith- 
sonian Institution 

Dr. Hugh H. Bennett, Chief, Soil Conserva- 
tion Service, Department of Agriculture 

Dr. Isaiah Bowman, President, Johns Hop- 
kins University 

Dr. Lyman J. Briggs, Director, National 
Bureau of Standards 

Dr. Vannevar Bush, President, Carnegie 
Institution of Washington 

Dr. Nicholas Murray Butler, President, 
Columbia University 

Dr. Ben M. Cherrington, Chief, Division of 
Cultural Relations, Department of State 

Dr. Edwin G. Conklin, Emeritus Professor 
of Zoology, Princeton University; Execu- 
tive cer, American Philosophical 
Society 

Dr. Edwin D. Dickinson, Dean of the School 
of Jurisprudence, University of Cali- 
fornia, Berkeley, Calif. 


Mr. Laurence Duggan, Chief, Division of 
the American Republics, Department of 
State 

Dr. Simon Flexner, Emeritus Director of 
Laboratories, Rockefeller Institute for 
Medical Research, New York, N. Y. 

Dr. Raymond B. Fosdick, President, Rocke- 
feller Foundation 

Mr. Green H. Hackworth, Legal Adviser, 
Department of State 

Dr. Clarence H. Haring, Professor of Latin 
American History and Economics, Har- 
vard University 

Dr. Ross G. Harrison, Chairman, National 
Research Council 

Dr. Preston E. James, University of Michi- 

an; Secretary of the Association of 
merican Geographers 

Dr. Warren Kelchner, Chief, Division of In- 
ternational Conferences, Department of 
State; executive vice president of the 
Congress 

Dr. Waldo G. Leland, Director, American 
Council of Learned Societies 

Dr. Frank R. Lillie, Emeritus Professor of 
Embryology, University of Chicago, 
Chicago, Ill. 

Dr. Leo Loeb, Emeritus Professor of Pa- 
thology, Washington University, St. 
Louis, Mo. 

The Reverend James Bernard Macelwane, 
S. J., Professor of Geophysics and Di- 
rector of Department, St. Louis Uni- 
versity, St. Louis, Mo. 

Mr. Archibald MacLeish, Librarian of Con- 
Tess 

Dr Harold G. Moulton, President of the 
Brookings Institution 

Dr. Thomas Parran, Surgeon General, 
United States Public Health Service 

















MAY 11, 1940 


Dr. Stuart A. Rice, Chairman of the Central 
Statistical Board 

Dr. James Brown Scott, Trustee and Secre- 
tary, Carnegie Endowment for Interna- 
tional Peace 

Dr. Herbert J. Spinden, Curator, Division 
of American Indian Art and Primitive 
Cultures, Brooklyn Museum 

Dr. T. Wayland Vaughan, President of the 
Geological Society of America, 1939 

Dr. Alexander Wetmore, Assistant Secre- 
tary, Smithsonian Institution; secretary 
general of the Congress. 


[Released to the press May 6] 

Mr. Michael J. McDermott, Chief of the 
Division of Current Information of the De- 
partment of State, has been designated as 
Public Relations Director of the Eighth 
American Scientific Congress, which will be 
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held in Washington from May 10 to 18, 1940. 
Mr. McDermott will have charge of the dis- 
semination of general information concerning 
the Congress and of arrangements for radio 
broadcasts. 

Mr. Austin H. Clark, Curator of Echi- 
noderms of the Smithsonian Institution, has 
been designated as Press Relations Officer of 
the Congress and will supervise the assembling 
and distribution among science writers of in- 
formation concerning the technical work of the 
several sections of the Congress. 

Detailed information concerning the Con- 
gress will be available to the representatives of 
the press at the Division of Current Informa- 
tion of the Department of State and at the 
office of the Press Relations Officer, Room 94, 
Department of State Building. 


General Program 


[Released to the press May 6] 
Wenpnespay, May 8 
All day: 
Registration—Pan American Building 


Tuurspay, May 9 
All day: 


Registration continued 


Fray, May 10 . 
Morning: 
Registration continued 
Afternoon: 
Registration continued and meetings of some 
of the Sections 
Evening: 
Formal inaugural session—Constitution Hall 
Music—Marine Orchestra 
Presentation of the flags 
Address by the President of the United 
States 
National anthem 


Saturpay, May 11 
Morning: 
9: 30—Organization of Sections and Section 
meetings 
12; 00—Meeting of chairmen of official dele- 
gations—Pan American Building 


Afternoon: 
3:00—Leave Pan American Building for 
Mount Vernon 
6:00—Return to Pan American Building 
Evening: 
9: 00—Official reception by the Secretary of 
State and Mrs. Hull—Pan American 
Building 


Sunpay, May 12 
All day: 

9:30 a. m—Leave Pan American Building 
for Luray Caverns, Luray, Va.; lunch- 
eon at Luray; return via Skyline Drive 

6:00 p. m.—Arrive at Pan American Build- 
ing 

Monpay, May 13 
Morning: 
11:00—First plenary session—Pan Ameri- 
can Buildin 
Address of oe. by the Honorable Cor- 
dell Hull, Secretary of State 
Responses on behalf of delegations 
Aden by the Honorable L. S. Rowe, 
Director General of the Pan American 
Union 
Election of permanent president 
Announcements by secretary general 
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Afternoon: 
1: 00—Official luncheon—Mayflower Hotel 
2; 30—Section meetings 


Evening: 

Open 

Turspay, May 14 

Morning: 

9: 30—Section meetings 
Afternoon: 

2: 30—Section meetings or tours by Sections 
Evening: 

9:00—Special concert—NBC Symphony 


Orchestra, Arturo Toscanini conduct- 
ing—Constitution Hall (through the 
courtesy of the Radio Corporation of 
America and the National Broadcasting 


Co.) 


Morning: 
9: 30—Section meetings 
Afternoon: 
2; 30—Section meetings 
5: 00-7 : 00—Garden party by Assistant Sec- 
retary of State and Mrs. Adolf A. Berle, 


Jr.—‘Woodley,” 3000 Cathedral Ave- 
nue 


Evening: 
Open 


Wennespay, May 15 


Tuurspay, May 16 
Morning: 
9: 30—Section meetings 
Afternoon: 
2: 30—Section meetings 
5: 00-6: 30—Visit to gardens of the Honor- 
able Robert Woods Bliss and Mrs. 
Bliss—“Dumbarton Oaks,” 3101 R Street 
Evening: 
8: 00—Official banquet—Mayflower Hotel 


Fripay, May 17 
Morning: 
9: 30—Section meetings 
Afternoon: 
3:00—Final plenary session—Pan American 
Building 
Report of Resolutions Committee 
Address on behalf of delegates 
Farewell address by President of the 
Congress 
Evening: 
7:00—Leave Norfolk and Washington 
Steamship Co. pier, Seventh Street and 
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Maine Avenue, SW., by steamer for 
Old Point Comfort, Va. 


Saturpay, May 18 
Morning: 
8:00—Arrive Old Point Comfort, Va., for 
breakfast. Visit to Yorktown and in- 
spection of restoration of Colonial 
Williamsburg 
Afternoon: 
1: 00—Luncheon 
4: 00—Reception and tea at College of Wil- 
liam and Mary 
Evening: 
6: 30—Dinner, New Chamberlain Hotel, Old 
Point Comfort, Va. 
8:00—Depart for Washington, via same 
steamer 


Sunpay, May 19 
Morning: 
8:00—Arrive in Washington. 


Monpay, May 20 
Morning: 

9:05 (eastern standard time)—Depart for 
Philadelphia by special Pennsylvania 
Railroad train from Union Station 

12:26 (daylight saving time)—Arrive Phil- 
adelphia—Broad Street Station 

Afternoon: 

1:00 (daylight saving time)—Luncheon— 
the delegates from the other American 
republics will be the guests of the 
American Philosophical Society 
Reception and visits to places of in- 
terest 

5:30 (daylight saving time)—Depart for 
New York by special train from Thir- 
tieth Street Station 

7:06 (daylight saving time)—Arrive at New 
York—Pennsylvania Station 


Turspay, May 21 


Eighth American Scientific Congress 

ay at the New York World’s Fair. 

The delegates from the other Amer- 

ican republics will be the guests of 

the Fair throughout the entire day. 

Morning: 

10: 30—Assemble at Hotel New Yorker, 
Eighth Avenue and Thirty-fourth Street 
11; 00—Depart on special Long Island Rail- 
road train from Pennsylvania Station 
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11: 15—Arrive at New York World’s Fair. 
Tour of the grounds, luncheon, special 
tours of scientific interest, reception, 
dinner, and evening entertainment 

Evening: 

11: 30—Depart on special Long Island Rail- 
road train 

11; 45—Arrive at Pennsylvania Station. 
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THE INTER-AMERICAN BANK 


An announcement regarding the signing of 
the Convention for the Establishment of an 
Inter-American Bank, together with the text 
of the Convention, appears in this Bulletin 
under the heading “Treaty Information.” 


LIBERTY, LAW, AND THE WAR 
Address by Joseph E. Davies * 


[Released to the press May 5] 

It is a great pleasure to be here for the dedi- 
cation of the law library at my old Alma 
Mater, the University of Wisconsin, and to 
speak to you tonight on “Liberty, Law, and 
the War.” 

Civilization, in its development from the 
cave man to the present day, has contributed 
to mankind no more priceless benefits than 
liberty under law—the only kind of freedom 
that remains secure rather than destroys itself 
through its own excesses. Law under our sys- 
tem is ordered liberty. It is liberty under law 
which assures us freedom to worship God as 
conscience dictates, security in dur lives and 
in our homes, freedom to think, speak, write, 
or act in a conscious effort to mold conditions 
of life under which we and our children wish 
to live. Blest is that government or people 
which has this citadel of freedom, for tyranny 
begins where law ends. 

During my stay in Europe I saw the stark 
tragedy of men and women who have been 
denied these protections. Liberty under law 
takes on a very vital significance when you 
see men tried and condemned to die because 
of the lack of these privileges. Concentration 


*Delivered at a banquet given in connection with 
ceremonies at the dedication of the new law library 
of the University of Wisconsin, Madison, Wis., and 
broadcast by the National Broadcasting Co., May 5, 
1940. Mr. Davies is Special Assistant to the Secretary 
of State. 
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camps, secret police, forced emigration of 
peoples, mass starvation, economic, industrial, 
financial, and journalistic slavery, where the 
state is master of men, and men exist only for 
the state and those small groups that control 
the state—these among other things are con- 
ditions which make the liberties which we en- 
joy the envy of millions of people in the world. 


Wortp Forces anp THerr Errecr on Us 


All peoples have the right to determine their 
own political and national ideology and policy. 
That is their own business, respectively, and 
none of our affair. But it is our vital duty to 
see, know, and understand the forces which 
are at work in the world and to guard jealously 
our own beliefs and our own institutions, that 
the kind of life which we think is worth living 
shall be preserved. 

The fact is that the world has reached a 
most critical stage in the crisis which con- 
fronts a threatened civilization. It is a fact 
that in many parts of this earth absolutist 
political creeds, ready to crush all opposition 
without pity or remorse, are doing battle 
against our concepts of law and liberty. Our 
constitutional system under which individual 
rights are guaranteed is the mother of our eco- 
nomic, social, and political life. We citizens 
of the United States cannot conceive of living 
in a society in which rights of the individual, 
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which are the essence of our ideas of religion 
and life itself, can be systematically denied in 
the name of a state or a party or a race. It 
shocks our sense of justice and right that the 
moral unity of international society should be 
shattered by wars—declared and undeclared— 
in which both primitive and progressive peace- 
ful nations, who desire only to be left alone, 
should be subjected to force, intrigue, sabo- 
tage, and invasion. 

We, here, are innocent bystanders in what 
may be the greatest war ever waged. All 
about us there exist now and are developing 
further, tremendous upheavals in religious, 
social, and political concepts. It is intelligent 
and wise that we should assess these facts and 
the impact which these forces might have upon 
our life—upon the well-being of our farmers, 
businessmen, manufacturers, wage earners, our 
churches, and possibly even upon the form of 
government which we cherish. 


Errect oF War CONDITIONS 


It would be manifestly improper for me to 
discuss political or military aspects of, or to 
take sides in, this military conflict. Our Gov- 
ernment is maintaining a strict neutrality. It 
is entirely proper, however, that we should 
study and discuss some of the possible effects 
which are threatening or may threaten our 
country. Due to Providence, we are secure 
from any possibility of armed invasion. We 
can and will protect ourselves and will main- 
tain the security and freedom of this hemi- 
sphere against outside intervention. Under the 
leadership of the President, the Government of 
the United States is taking far-reaching naval 
and military precautions to guarantee that 
security. Protection from the indirect conse- 
quences of this war on world economy and 
upon our own life, however, is more difficult. 


FiscaL Repercussions 


Even though the war were to be settled to- 
morrow, forces already exist which will have 
far-reaching effects upon us. I need not re- 
call that the artificial skyrocketing of farm 
prices and farm values in 1914 and thereafter 
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left disastrous results here, from which we 
still suffer today. The business boom which 
may be created here by this war will have its 
accompanying disastrous reaction unless we 
exercise the highest quality of wisdom. 

A prolongation of the war, on the other 
hand, will inevitably create even more devas- 
tating forces in the world. Each year, en- 
tirely apart from the human life and values 
being destroyed, the belligerent nations are 
spending for nonproductive purposes—for de- 
structive purposes—an amount of goods and 
effort costing more than the total gold supply 
of the world. Whether this war, therefore, 
results in an “all out victory” for either side, 
with a peace imposed by the will of the con- 
queror, or whether it results in a stalemate, the 
effect upon the daily lives of our people will be 
enormous. It will be a new world in which 
we will live, and elements that may be beyond 
our control will influence the life and the 
political thought of our children and their 
children. 

No man can foretell now what the outcome 
of this war will be. An accident might deter- 
mine the result. But for the rain that fell on 
the fields of Waterloo the night before the 
battle, the history of Europe might have been 
different. 

Even though no foreign military plane, war- 
ship, or soldier ever touches our shores, the 
forces which this struggle has unleashed seem 
sure to affect us vitally. Some of these are 
the new economic alignments now being forged 
across the seas. 

The outlet for our agricultural, mineral, and 
industrial products in foreign trade already 
has been clogged, and the regular channels of 
peaceful intercourse between nations have been 
disrupted. 

Hundreds of years of experience has taught 
mankind that the largest volume of trade is 
induced by having as a basis of their monetary 
systems a medium of exchange which is 
convenient, small in compass, reasonably stable 
in supply and universally acceptable. The best 
medium which civilization has found through 
this experience has been gold. It is the use 
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of this system and this metal which has 
facilitated the growth of trade and increased 
its velocity manyfold over the primitive 
methods of barter. This system brought at- 
tendant greater prosperity, higher standards 
of living, and better conditions of living to the 
peoples of the earth. That system has now 
been challenged as obsolete over a large part 
of the world by a so-called “new and scientific” 
system of barter and exchange where the me- 
dium is not gold, or a currency based upon 
gold, but which involved the highly controlled 
and restricted barter of commodities induced 
by necessity, force, or fear. 


PouiticaL, Economic, anp INpustriaL Errecrs 


Our greatest foreign market and the great- 
est foreign market of all the Americas is Eu- 
rope. Nearly 40 percent of Brazil’s coffee crop 
alone is sold in Europe; about four-fifths of 
Argentina’s meat and hides are sold in Europe; 
nearly half of our agricultural products and 
more than half of our nonagricultural products 
are sold in Europe. With Europe denuded of 
gold, this great market might possibly be tem- 
porarily excluded from American goods except 
on the terms which the buyers would impose; 
to wit, on a basis of exchange of commodities 
in such quantities and of such character as the 
buyer would desire. Such a sityation might 
involve serious dependence of the Americas 
upon European control, or the alternative of 
finding other markets, which do not exist, in 
order to keep the standard of living of their 
peoples consistent with national well-being. 

European markets for our manufactured 
goods may be lost; South American and other 
markets now friendly to us might be closed by 
preferential barter; and it is entirely possible 
that we might be faced with a financial and 
industrial crisis compared with which the 1930 
depression would rank as a period of pros- 
perity. 

The liberal thought of the world cleaves to 
the hope that following this terrible military 
destruction in Europe, America will still have 
the strength and power to help recreate our 
civilization and heal a stricken world. That 
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hope we believe will be fulfilled. To safeguard 
its fulfillment, however, we should think the 
matter through and envisage potentialities of 
the situation. We should not overlook the 
possibility that these high hopes might be 
thwarted by the fact that we might be rele- 
gated to the position of a minority stockholder 
in a going world concern in which we would 
have little to say. 


Errrecr on Soctat aND Po.iticat CoNnpDITIONS 


These are some of the conditions which con- 
front us and which might bring us face to 
face with far-reaching and serious effects upon 
our agriculture, our manufacture, and the 
standard of workers’ wage; with an unemploy- 
ment situation on such a scale and social in- 
security of such intensity that the foundation 
of our social and political order might be 
shaken. Despair knows no law. The contin- 
ued existence of our individualistic system 
might possibly be threatened. 

These things I do not say will happen. It 
is, nevertheless, prudent and wise, is it not, 
that we should appreciate and foresee the 
forces now existing in the world which affect 
us, the consequences of which we and our chil- 
dren might have to confront. 

There is, of course, another side to the pic- 
ture. We should not look through a glass too 
darkly. There are great strengths in our peo- 
ple which are inherent in democracy. James 
Bryce said 20 years ago: “No government de- 
mands so much from the citizen as Democracy 
and none gives so much back.” 

These conditions which I have suggested to 
you are now being met by American business 
and by the American Government. It is in- 
nate in the genius of our country to meet 
emergencies and find their solution sanely and 
practically, and, as our President recently said, 
with our feet on the ground. It is essential, 
however, that the facts should be seen and their 
possible significance understood. 

Thus, in conclusion, I would stress again 
liberty and law as the foundation of our life. 
Our pioneer forebears left to us precious values 
as a heritage which we must guard jealously. 








502 


Whatever the result of the world conflict, our 
form of government must never be translated 
from a government of, by, and for the people 
to a government of, by, and for a dictatorship. 
Our civil liberties must never be abridged to 
deny us the equal protection of the law, liberty 
to worship God freely as conscience dictates, 
the right to fair trial, against which no writ 
can ever run, and that form of life in which 
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men are not slaves to a state but where the state 
is the servant of mankind, where the dignity of 
the human spirit shall be preserved as the most 
priceless attribute with which God has invested 
mankind. To deserve these blessings, we must 
be vigilant in their protection. 

So, my fellow citizens, I recommend that you 
give these few thoughts and suggestions your 
consideration. This is owr America. 


+++++4+ 


TREATIES AND THEIR LEGAL EFFECTS 
Address by William V. Whittington ° 


[Released to the press May 8] 

Within recent months the American people 
have followed with increasing interest the 
critical international situation. There has been 
a corresponding increase of interest in the 
treaty relations of this country. 

The Department of State has been besieged 
with problems involving the application of 
treaty provisions. We cannot undertake here 
to discuss these problems, but I shall attempt, 
more or less at random, to answer a few of the 
more frequent inquiries made by persons hav- 
ing a general interest in treaties. What are 
treaties, and what is their purpose? Who 
makes treaties, and how are they made? Who 
interprets treaties? What is their binding 
force? The subject is, of course, too broad to 
allow for much detail within the time allotted. 


I 


Treaties are defined most briefly and con- 
veniently as contracts or agreements between 
two or more sovereign states or governments 
concerning matters of common interest to 
them. Generally speaking, a treaty is not a 
legislative enactment which of itself carries 
into effect or accomplishes a desired object. 
The obligation of executing the terms of the 


* Delivered at a luncheon of the Federal Bar Associa- 
tion, Washington, May 8, 1940. Mr. Whittington is 
in the Treaty Division, Department of State. 


treaty rests upon the sovereign authority of 
each of the contracting parties in accordance 
with their constitutional or customary pro- 
cedures. In the United States, our Constitu- 
tion expressly declares that the treaties of the 
United States are part of the supreme law of 
the land. Accordingly, the treaties of this 
country are recognized in the courts of the 
States and of the United States as being equiv- 
alent in force to the Federal Constitution and 
the constitutional laws of the United States. 
The requirements of intercourse among 
nations make treaties between them essential. 
The conception of an international law of gen- 
eral application to all nations is comparatively 
modern. Long before the development of a 
so-called law of nations, sovereign states en- 
tered into agreements or treaties for the pur- 
pose of defining their respective claims or 
rights. In those earlier days, international in- 
tercourse was not as complex as it is today; 
treaties were concluded or entered into, not 
with any idea of creating or establishing an 
international law, but solely because the con- 
tracting parties perceived the mutual benefit to 
be derived from such agreements. Eventually, 
the usefulness of treaties as a means of re- 
solving problems or establishing proper re- 
straints which might not otherwise be accom- 
plished without force came to be appreciated, 
and the sovereign powers undertook to make 
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such agreements because of a confidence in the 
probability that the stipulations would be 
carried out. 

As the field of international relations has 
expanded and the common interests of nations 
have increased, so has the number of treaties 
increased. Those of you who have had the 
occasion to examine treaty provisions could 
not help but be impressed with the variety of 
subject matter covered by them. Attempts 
have been made to classify the treaties of the 
United States according to general types; for 
example, treaties for the promotion of peace 
and those relating to political, humanitarian, 
economic, consular, and other matters. Such 
a classification gives no real conception of the 
great variety of treaty provisions; collectively 
they cover almost every phase of the political, 
social, economic, and commercial relations of 
the United States with foreign countries. 


II 


Only sovereign states have the treaty-mak- 
ing power. Probably it would be more correct 
to say that governments have the treaty-mak- 
ing power to the extent that they are sovereign 
or autonomous. 

In the case of the United States, as with cer- 
tain other federal states, the copstitution or 
fundamental law sets forth the stipulations 
under which the central governing authority 
shall have the power to make treaties. As you 
know, it is provided in article II of the United 
States Constitution that the President “shall 
have power, by and with the advice and con- 
sent of the Senate, to make treaties, provided 
two-thirds of the Senators present concur.” 

There is no fixed formula, as far as inter- 
national law is concerned, for the conclusion 
of agreements between nations, either as to 
form or content. Usually, however—and 
under the constitutional procedure of the 
United States this is always the case—treaties 
are written documents, signed and sealed by 
duly empowered representatives of the con- 
tracting parties. 
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The international agreements of the United 
States are now generally referred to either as 
treaties or as Executive agreements. Those 
agreements which are made and ratified by and 
with the advice and consent of the Senate are 
classified as treaties, although the instrument 
itself may bear the title of agreement, or act, or 
convention, or protocol, or some other desig- 
nation. 

Many other agreements to which the United 
States is a party may not be properly referred 
to as treaties, in the constitutional sense. Such 
agreements are made under the authority of 
the President, and usually, but not necessarily, 
under express authority or direction of Con- 
gress. There are various methods by which 
these Executive agreements may be made, and 
the instrument itself may be called an agree- 
ment, arrangement, protocol, modus vivendi, 
or by some other name. The simple exchange 
of diplomatic notes is probably the most fre- 
quently used method. The reciprocal trade 
agreements negotiated under the act of 1934, or 
under that act as extended, constitute a notable 
percentage of the Executive agreements made 
during the past 10 years. 


Ill 


Questions frequently asked are those which 
have to do with the interpretation of treaties. 

International law does not oblige the con- 
tracting parties to adhere to any fixed or con- 
ventional rules for the interpretation of 
treaties. It is true, however, that many princi- 
ples have become generally accepted and ap- 
plied. Such principles have reference to the 
reasonableness, the usual meanings as applied 
to particular circumstances, the comparison of 
prior treaties of a similar nature, and other 
factors. 

If the contracting parties have agreed upon 
a special interpretation, then that interpreta- 
tion governs. The interpretation of treaty 
provisions is primarily a matter for determi- 
nation by the contracting parties, by mutual 
consent or acquiescence. When the parties 
disagree, the way is open for the application 
of other rules or principles. 








Many treaties provide specifically for arbi- 
tration or some other procedure in the event the 
parties are not able to agree on the application 
or the proper interpretation of the provisions 
of the treaty. Sometimes provisions have been 
interpreted by a later supplementary treaty 
formally concluded for that purpose. 

The Department of State is continually being 
requested to give its interpretation of treaty 
provisions. The usual response made by the 
Department to persons who make inquiries of 
this sort is that, as a matter of general prac- 
tice, the Department refrains from expressing 
views as to the interpretation of treaty pro- 
visions except in connection with their appli- 
cation to matters requiring official action by the 
Department. It considers that decisions with 
respect to legal questions of treaty interpreta- 
tion should, as a rule, be left to the court in 
which each case arises. The Department will, 
however, in a proper case and at the instance 
of the proper authorities, undertake to state 
its interpretation of treaty provisions. The 
Department’s views, when so expressed, usually 
carry great weight. If the case appears to 
require it, the matter may even be the subject 
of diplomatic correspondence. In one recent 
instance, the Department was requested by 
the foreign office of another government to 
state its views concerning the interpretation 
of the expression “High Contracting Party” 
as affecting the binding force of a certain 
treaty. The Department furnished the foreign 
government with a statement of its opinion 
on the subject. 


IV 


It may seem to be a statement of simple 
truth to say that treaties are binding upon 
the contracting parties. This understanding 
has become accepted among nations as a basic 
rule of that great body of international cus- 
toms and practices we call international law. 
There are some interesting corollaries to that 
principle. 

Changes in the government—even in the 
form of government—of one of the contracting 
parties do not, as a rule, affect the binding 
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force of the treaty, unless the stipulations pre- 
suppose and require the continuance of a cer- 
tain form of government and would become 
impossible of execution in the event of a change 
from that form. A treaty entered into by a 
constitutional government will continue in 
force despite changes in the ministry or the 
administration. When a republic becomes a 
monarchy, or a monarchy becomes a republic, 
the international obligations of the country 
under its treaties will usually continue. 

There is a different situation in the case of 
a change in the international status of a nation. 
For instance, if one sovereign state is merged 
into another sovereign state, the rule of the 
succession of states will customarily apply. 

You may be interested in a few examples of 
the effect which governmental changes do or 
do not have upon treaty obligations. 

The treaty of peace, amity, navigation, and 
commerce signed in 1846, and the consular con- 
vention signed in 1850, between the United 
States and New Granada, have continued in 
force despite the several constitutional changes 
by which the Republic of New Granada be- 
came the Confederation Granadina, then the 
United States of New Granada, and later the 
United States or the Republic of Colombia. 

The treaties which were in force between this 
country and Serbia (or Servia) at the time of 
the formation of the new Kingdom of the 
Serbs, Croats, and Slovenes following the 
World War in 1918, became applicable to those 
parts of the new Kingdom which were not com- 
prised within the territories of the former 
Kingdom of Serbia. The adoption of the 
name “The Kingdom of Yugoslavia” in 1929 as 
the official title of that Kingdom did not affect 
treaty relations. 

The adoption of the name “Eire” or “Ire- 
land” in 1937 to replace “Irish Free State” as 
the official title of the State, and the adoption 
of the name “Thailand” in 1939 to replace the 
name “Siam” as the official title of the King- 
dom, did not affect the treaty relations of the 
United States with those countries. 

Recent events afford us some outstanding ex- 
amples of territorial changes affecting treaty 
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relations. It is a general principle of inter- 
national law that certain types of treaties, par- 
ticularly treaties of commerce, are extended in 
their application to annexed contiguous terri- 
tory. In other words, a treaty of commerce of 
a sovereign power becomes applicable, as a rule, 
to contiguous territory annexed by that sover- 
eign power, provided the annexation is recog- 
nized by the other party or parties to the 
treaty. 

Prior to the annexation of Austria by Ger- 
many and the incorporation of Austria into the 
territories of the German Reich on March 13, 
1938, there was in force between each of those 
countries and the United States a treaty of 
friendship, commerce, and consular rights. 
The treaty with Austria is regarded as having 
ceased to be in force as a result of Austria’s 
incorporation into the territories of Germany, 
and the treaty with Germany became appli- 
cable to the annexed Austrian territory. 

The same treaty between the United States 
and Germany became applicable to the Sudeten 
areas formerly a part of Czechoslovakia, with 
which the United States did not have such a 
treaty, and incorporated into the territories of 
the German Reich pursuant to the terms of 
the Munich agreement of September 29, 1938, 
with the consent of the Czechoslovak Govern- 
ment. Not so, however, with respect to other 
parts of Czechoslovakia. Whik observing 
that the provinces of Bohemia and Moravia are 
under the de facto administration of the Ger- 
man authorities, this Government does not 
recognize that any legal basis exists for such a 
status. This Government has not recognized 
the so-called Republic of Slovakia. Treaties 
between the United States and Czechoslovakia 
are regarded as being still in force between 
the United States and Czechoslovakia. 

As to Poland, it is a well-known fact that the 
Polish Government was obliged to leave Polish 
territory as a result of the occupation of Po- 
land by German and Soviet forces, and that 
there are not at the present time any Polish 
Government officials functioning within Po- 
land. Nevertheless, this Government continues 
to recognize the accredited Ambassador of Po- 
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land at Washington, as well as Polish consular 
officers in this country, and considers that the 
treaties between the United States and Poland 
continue in force between the United States 
and Poland. 

The continued effectiveness of a number of 
this country’s existing treaties appears to be 
hanging in the balance at this time. 


V 


Treaties serve a very useful purpose, a very 
practical purpose, in regulating the conduct of 
nations in their relations with each other. 
Treaties may have a paramount importance in 
defining the rights of nations and their na- 
tionals, either in time of peace or in time of 
war. But treaties will not, of and by them- 
selves, perpetuate peace or prevent war. 

Some persons are inclined to blame the in- 
ternational difficulties upon the alleged oppres- 
siveness or immorality of certain treaties. It 
cannot be denied that there have been bad 
treaties, and it is true that when a spirit of 
oppressiveness or tyranny is given expression 
or made manifest or crystallized in the terms 
of a treaty the difficulties may be aggravated 


- and made less easy of solution. But we must 


not oversimplify. It is altogether too easy and 
naive to declare that the catastrophes and 
tragic events which afflict the world are due to 
the words contained in a written document. 

Consider the long periods of peaceful rela- 
tionships existing between this country and 
various other countries. These periods of peace 
and good will have been the result, not of 
signed and ratified treaties, but of a condition 
of mind and heart—an attitude—a subtle some- 
thing within the people which has made peace 
and understanding a habit of thought and 
action. 

Treaties may not always be ideal—they may 
in fact be far from good—but treaties will not, 
as a rule, either prevent wars or cause them. 
Treaties are the result of a state of mind and 
deliberate thought, just as war is a result of a 
state of mind and emotion. When the psychol- 
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ogy of a people and of their leaders is con- 
ducive to a continuing condition of peace, then 
treaties and agreements are of great value in 
promoting mutual aims. So long, however, as 
the psychology of a people or of their leaders 
is directed toward hostilities, because of fear or 
hatred or envy or covetousness or any of the 
negative emotions of mankind, there is little 
or no incentive for the peaceful processes of 
treaty negotiation. 

If, in the course of preparations for hostil- 
ities, there should arise circumstances which 
convince the would-be adversaries that their 
best interests would be served by getting to- 
gether around the conference table, then there 
is a probability that a treaty concluded be- 
tween them may. have the appearance of pre- 
venting war. It is not the treaty, however, 
which brings about a condition of peace. It 
is the change within the people themselves, 
the change in their psychological reactions, in 
their mental and emotional viewpoint, in their 
moral vision. 

Treaties are valuable in the development of 
international law. The embodiment in trea- 
ties of certain well-established rules of inter- 
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national conduct may even serve to restrain 
in some measure the emotional inclinations of 
a provoked people, or at least to clarify the 
issues in the event of hostilities. But we must 
not expect that treaties will govern the situa- 
tion independently of the will of the contract- 
ing powers. 

It should be the aim of all peoples to exer- 
cise that measure of self-restraint, born of 
tolerance and kindliness and love of humanity, 
that will make war unthinkable. If mankind 
were motivated solely by those constructive 
emotions, there would then probably be little 
need for certain treaties or international agree- 
ments—no more than it would be necessary 
for you and your next-door neighbor to enter 
into a solemn, formal compact to treat each 
other with kindness and consideration. 

War is a futile thing. We have only to 
study history to learn that it rarely, if ever, 
settles an issue. We should, of course, do all 
that we reasonably can to enforce our deter- 
mination not to be drawn into the present 
conflict—but more than that, let us earnestly 
hope that the nations now at war may soon 
return to a condition of peace—a just peace. 
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FOREIGN TRADE OF THE UNITED STATES 
Address by Henry L. Deimel, Jr.*° 


[Released to the press May 9] 

Much controversy surrounds the discussion 
of foreign trade. Mostly this controversy 
arises out of questions of government policy 
relating to foreign trade and particularly to 
imports. But as is usual with controversial 
matters, the argument is pursued down byways 
and to the fringes of the subject, minor and 
secondary aspects are magnified and distorted, 


” Delivered in Philadelphia, May 9, 1940, before the 
Purchasing Agents Association of Philadelphia. Mr. 
Deimel is Assistant Chief of the Division of Trade 
Agreements, Department of State. 





and the whole subject is seen in false perspec- 
tive. It is therefore a welcome opportunity to 
be asked to speak on “just plain foreign trade,” 
an opportunity to seek to present the subject in 
matter-of-fact and balanced proportion. 

Our foreign trade has always been an im- 
portant part of our activity. It is enough to 
mention, by way of example, the tobacco trade 
of the southern colonies, the early trade of New 
England with the West Indies, the later and 
continuing importance to the South of cotton 
growing and cotton exports, the clipper-ship 
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trade to the Far East, the contribution to the 
cpening up of our Middle West afforded by 
foreign investment in our railroad construc- 
tion and foreign markets for our wheat. 

Today our foreign trade constitutes a size- 
able piece of our national business. At its 
peak in 1929, exports and imports together 
reached ‘a value of almost 10 billions of dol- 
lars, fell to just below 3 billions in 1932, and 
rose to 6.4 billions in 1937. In 1939 it stood 
at 5.5 billions. This compares with cash farm 
income from marketings estimated at 7.7 bil- 
lions for 1939, operating revenues of Class I 
railroads of not quite 4 billions in 1939, and 
production in 1937 of textile-mill products 
valued at nearly 4 billion dollars, of steel-works 
and rolling-mill products of 3.3 billions, of 
electrical machinery and apparatus of 1.6 
billions. 

Sizeable as our foreign business is, it forms, 
of course, a relatively small proportion of our 
total national business. The value of our ex- 
ports for 1937 is estimated at 7.8 percent of 
our production of movable goods. This fact 
is often used in argument against policies de- 
signed to foster our foreign trade. Why, it is 
asked, should we bother so much with this rela- 
tively small part of our business, when the 
purely domestic business is so much more 
important ? 

There are two basic fallacies involved in this 
line of argument; one is, that our foreign trade 
is done at the cost of our domestic trade; and 
the other is, that our foreign trade is distinct 
and separable from the rest of our business 
activity. 

The fact is that our foreign trade fluctuates 
very consistently with our general economic 
activity. In 1929, when the value of our 
foreign trade was at its peak, our national in- 
come was also at a peak, estimated at over 82 
billions of dollars; the national income also 
reached its low of 40 billions in 1982, and 
stood at about 72 billions in 1937 and 681, bil- 
lions in 1939. In relative size, the value of our 
foreign trade stood to our national income in 
proportion of nearly 12 to 100 in 1929, 7.8 to 
100 in 1932, 9 to 100 in 1937, and 8 to 100 in 
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1938. Interestingly enough, the proportion 
was highest in our most active years! 

The idea that foreign trade is promoted at 
the expense of domestic trade rests mainly, 
however, on the belief that imports displace 
domestic production. Of course it would be 
possible to find instances where, if a certain 
foreign product had not been available at a 
competitive price, a similar domestic product 
would have been purchased. Looking at the 
total situation, however, it is noticeable that 


-our import trade fluctuates closely with our 


general business activity, so much so, in fact, 
that the value of our import trade affords one 
of the significant indices to the state of our 
business activity. A tabulation of index num- 
bers for our industrial production, and the 
value of our imports is as follows: 


InpEx NumBeErs (1923-25=100) 








Industrial Val 
Year ’ postin inoue 
| | EGET step eer Re ae ence PRN 119 113 
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While the value of our imports has fluctuated 
in greater degree than our production, it is 
significant that the two fluctuate in the same 
direction. When times are good, imports are 
heavy. It would be absurd to conclude that 
heavy imports make good times, but it must 
be clear that they are part and parcel of good 
times. 

It should also be clear that our foreign trade 
as a whole is an integral part of our general 
business activity. The character of our im- 
ports, much of which consist of crude ma- 
terials not produced in the United States such 
as rubber, cocoa, silk, tin, jute, coffee, or raw 
materials not produced at home in sufficient 
quantities for our consumption, such as hides, 
wool, sugar, and wood pulp, suggests the close 
interrelation between our imports and our 
domestic activity. As to our exports, many 
important branches of our production depend 
on foreign markets to dispose of a far greater 
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proportion than the average. In recent years 
we exported as much as 30 percent of our pro- 
duction of leaf tobacco, cotton, canned sar- 
dines, lubricating oil, and sewing machines, 36 
percent of our dried fruits, more than 20 per- 
cent of our rice, sulphur, mining, well and 
pumping machinery, and power-driven metal- 
working machinery. 

To producers of these and many other com- 
modities, the state of their export markets is 
of significant concern. The consequences ram- 


ify until in some measure they affect all of us. . 


The difficult national problem in our cotton 
situation is symbolized in the fact that we 
exported, in 1938, only 30.5 percent of our 
production as compared with 48.7 percent in 
1923 and 54.8 percent in 1929. Loss of foreign 
markets, low prices, reduced purchasing power 
in the cotton-growing South, and consequent 
loss of business for other sections of the coun- 
try, accumulation of cotton surpluses, pressure 
on other sections due to diversion from cotton 
growing to other farm activities such as dairy- 
ing, government programs to restrict produc- 
tion, government expenditures for loans on 
surplus accumulations and for relief, are all 
links in the far-spreading network of conse- 
quences which affect all of us. 

In many ways our foreign trade affords a 
significant contribution to our business activity. 
Thus, according to the report of the Chief of 
Engineers, United States Army, of the water- 
borne traffic of the port of Philadelphia which 
amounted to about 20 million tons in 1938, some 
4 million tons was in foreign trade. 

There is no purpose to be served in exag- 
gerating the importance of our foreign trade. 
It is sufficient to realize simply that it con- 
stitutes not only a substantial volume of busi- 
ness, but of business that constitutes an inte- 
gral part of our general activity and permeates 
through the whole of our economic system. 

Fundamentally, of course, foreign trade is 
similar to domestic trade, in that it consists of 
the exchange between different regions of the 
goods each finds it can best produce. But there 
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is of course also a fundamental distinction, in 
that foreign trade constitutes exchanges be- 
tween areas subject to separate sovereign gov- 
ernments, and so involves their policies relat- 
ing to import tariffs and other trade restric- 
tions, to their monetary systems and foreign- 
exchange situation, and to foreign investments. 
It is out of this distinction that the controver- 
sies over our foreign trade arise, for they are 
essentially controversies over our international 
economic policies, and currently with us the 
controversies have been most vigorous over our 
tariff policy. 

There is a long historic background to the 
debate between the principles of free trade and 
protection, and much of the less-informed dis- 
cussion of tariff policy is impregnated with 
the ideas and phrases of this debate. But to- 
day this debate is largely academic, for import- 
tariff systems have over many decades become 
such established institutions, with ourselves 
and with other countries, as to be essentially a 
matter of accepted fact. The real and signifi- 
cant questions relate primarily to individual 
commodities on the one hand, as to which shall 
be subject to import duties and what individual 
rates shall be levied, and to the method and 
procedure by which a government determines 
these dutiable schedules and rates of duty. 
Today, moreover, these questions relate nit 
only to tariff rates but to various other forms 
of trade restriction, such as import-quota limi- 
tations. 

Continually, iowever, arguments of a general 
nature survive, because of their plausibility, 
to becloud the real issues. Thus a favorite of 
old vintage is that our industries, employing 
American labor at American wages and stand- 
ards of living, cannot compete with the pro- 
ducts of foreign peon labor. This argument, 
which is standard in most appeals for increased 
tariff protection, ignores the fact that peon 
labor does peon work on peon products, and 
that our exports of fully manufactured articles, 
which amounted to one and one-half billions 
of dollars in 1939, and included products of 
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many of our highest-wage industries, demon- 
strate the ability of American labor at Ameri- 
can standards of living to compete with peon 
and other foreign labor in foreign markets, 
where the American products are not protected 
by American tariff schedules but more often 
have foreign tariff schedules to surmount. 

The truth is, of course, that it is the pro- 
ductivity of American workers employed in 
our most typical industries under the Ameri- 
can conditions to which they are best adapted, 
that is responsible for the high wage rates and 
living standards. Of course there are domestic 
industries which could not maintain compar- 
able wage standards without tariff protection, 
but in each case this becomes a question of the 
amount of tariff protection which it is reason- 
able to accord, a question which can be reason- 
ably settled only on the basis of individual 
analysis of the pertinent facts in the case of 
each industry. 

A second stock argument used in favor of 
tariff increases or against tariff reductions 
points to the size of our duty-free importations, 
which constitute about 60 percent of our im- 
ports. It is inferred that obviously our tariff 
schedules must therefore be exceedingly liberal, 
and there is, therefore, no occasion for us to 
make tariff reductions. The obvious answer 
is, of course, to point out that the opposite in- 
ference is more correct, that the relatively 
small proportion of dutiable imports is due to 
the restrictive height of our tariff levels; that 
if these were raised further the percentage of 
duty-free imports would increase until, under 
completely prohibitive tariff schedules, our im- 
ports would be limited to the free list, and 100 
percent of our imports would be duty-free. 

Increasing understanding is being given in 
recent years to the relation of our total im- 
ports to our total exports, and to the importance 
of finding ways to encourage the expansion of 
imports, without injury to our established pro- 
tected domestic industries, as a means of pro- 
viding purchasing power for increased exports 
of our agricultural and industrial surpluses. 
It is most encouraging to note the increasingly 
widespread recognition of this circumstance, 
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the facts of which are apparent in the statistics 
of our balance of trade and balance of pay- 
ments. 

The foreign purchasers of our goods can 
acquire the dollars to pay our exporters as a 
result of our purchases of foreign goods and 
services, of our purchases of gold and silver, 
and of our loans and investments abroad. 
International capital movements have in past 
history played an important part in the growth 
of international trade, and presumably will 
again in some future and happier day, but it 
is hardly necessary today to point out that the 
existing world situation is hardly one to en- 
courage large-scale international capital in- 
vestments. 

As to the precious metals, we are coming to 
see the fruitlessness and disadvantages of ac- 
cumulating and sterilizing a major proportion 
of the world’s gold. As for the service items, 
the net amounts of dollars we pay out on ac- 
count of freight, travel, and noncommercial 
contributions such as immigrant remittances, 
over the payments made to us on similar ac- 
count, are considerable; for 1938 these net 
receipts totaled, by the Department of Com- 
merce estimates, over half a billion dollars; 
but these were offset by excess receipts over 
payments of interest and dividends on foreign 
investment account, of more than 330 millions 
of dollars. The balance left is obviously small 
in the face of an excess of merchandise exports 
over imports in excess of 1,100 million dollars 
in 1938 and 800 million dollars in 1939. 

Presumably we are interested in getting paid 
for our exports as well as selling them, but our 
foreign customer’s task of finding the dollars 
for that purpose has not been easy; in fact his 
difficulties in so doing, in face of his ardent 
desire for many of the products such as we are 
most anxious to sell him, have been an im- 
portant factor in the development of trade 
controls and discriminations, foreign exchange 
restrictions, clearing agreements, and various 
other policies of international commercial ag- 
gression which have not been to our comfort or 
liking. 
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Of course since last September the outbreak 
of war in Europe has seriously changed the 
picture. It would be as difficult and foolhardy 
to attempt to predict the nature and scope of 
the changes as to predict the future course of 
the hostilities themselves. Some things are 
reasonably clear, however, and among them, 
that the effects will be of a mixed nature. 
Some lines of industry will undoubtedly be 
stimulated and some available foreign-owned 
assets in this country liquidated, which other- 
wise would not have been, to pay for them. 
Some neutral foreign markets have turned in- 
creasingly to us for products in the supply of 
which the belligerents have been our competi- 
tors, but the problem of finding the dollars 
with which to pay our exporters will not 
thereby be diminished except to the extent that 
our own recovering activity, by augmenting 
our imports, will increase the flow of dollar 
exchange available to pay for our exports. 
Some branches of our activity, including 
branches in which the problem of foreign 
markets has been most acute, are finding their 
difficulties intensified. According to a recent 
statement by our Department of Agriculture, 
it was expected that the outbreak of hostilities 
would have a mixed effect upon our agricul- 
tural exports, that sales of some, such as fresh 
fruits and grains, would diminish, but others, 
such as dried fruit and pork, increase; statis- 
tics for the first 6 months from September 
1939 indicate confirmation of the unfavorable 
but not of the favorable expectations. Owing 
to export increases of cotton and soybeans due 
to other causes than war the total quantity of 
our agricultural exports increased in these 6 
months 4 percent over average exports for 
corresponding months in the preceding 10 
years, but if cotton is excluded we find a 16- 
percent decrease, especially severe in wheat, 
fruit, and tobacco, 

Whatever the incidental stimulating effects 
of these hostilities may be upon certain lines 
of our activity, the fact remains that warfare, 
certainly of the modern kind, is destructive, 
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and hostilities of the scale and character of 
those now current in Europe cannot fail to have 
their repercussions upon our economy. The 
last great European war left us with profound 
maladjustments, many of which had not been 
readjusted when depression came late in 1929 
and have left their heritage today. We need 
to observe and study the consequences of to- 
day’s misfortunes upon our welfare, so that 
we can act intelligently to follow sound 
policies. 

Certainly such policies will not be those of 
isolation. Our foreign trade continues, as in 
the past, to constitute so substantial and in- 
tegral a part of our activity, permeating so 
thoroughly all phases of our economic life, that 
we could not afford to cut it off. The policies 
we need to follow are those which will foster 
a mutually profitable interchange of goods and 
services, conducted by private enterprise under 
reasonable rules and conditions imposed by the 
governments concerned, avoiding excessive re- 
strictions and aggressive discriminations. 
Our economic stature in the world has become 
so great that the influence of our trade and 
our policies, when more peaceful conditions 
have once more returned in foreign parts, will 
have a major effect on the course of events and 
in turn reflect back upon our own welfare. 

Such policies as are involved in this of course 
go beyond simply our tariff and commercial 
policies. This has been a talk on our foreign 
trade, not on our international economic poli- 
cies. It would be difficult to close, however, 
without pointing out that the policy of recip- 
rocal trade agreements formulated and con- 
ducted under the Secretary of State, Cordell 
Hull, involves the essential principles of re- 
ciprocal moderation of tariffs and trade re- 
strictions, with due regard for the situation of 
individual protected industries, and of equal 
treatment for all on a basis of reciprocity, 
which must form the essence of our future 
commercial policy if our trade with the world 
is to flourish on a basis of private enterprise. 
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Compiled by the Treaty Division 


ARBITRATION 


Permanent Court of Arbitration 


Japan 

By a communication dated March 16, 1940, 
the Secretary General of the League of Na- 
tions informed the Secretary of State that the 
Japanese Government has renewed the mandate 
of Mr. Yorozu Oda as a member of the Perma- 
nent Court of Arbitration. 


RESTRICTION OF WAR 


Convention for the Amelioration of the Con- 
dition of the Wounded and the Sick of 
Armies in the Field (Treaty Series No. 
847) 


Canada 


The Canadian Minister at Washington, re- 
ferring to article 10 of the Convention for the 
Amelioration of the Condition of the Wounded 
and the Sick of Armies in the Field, signed at 
Geneva on July 27, 1929, requested the Secre- 
tary of State, by a note dated May 6, 1940, to 
notify the German Government, pursuant to 
article 10 of the convention, that the Canadian 
Government has recognized the Canadian Red 
Cross Society as a Voluntary Aid Society and 
that the Society is authorized to render assist- 
ance to the regular medical services of the 
Canadian armed forces. 


EDUCATION 


International Act Concerning Intellectual 
Cooperation 


The American Embassy at Paris transmitted 
to the Department with a despatch dated 
March 21, 1940, copies of the International 
Act Concerning Intellectual Cooperation, 
signed December 3, 1938, as published in the 


Journal Offictel of March 1, 1940, with a cor- 
rection as published in the Jowrnal Officiel of 
March 7, 1940. 

The act was signed by the following coun- 
tries: Albania, Argentina ad referendum, 
Brazil, Chile, China, Colombia, Cuba, Domini- 
can Republic, Ecuador, Egypt, France, Mon- 
aco, Netherlands, Paraguay, Peru, Poland, 
Portugal, Rumania ad referendum, Spain, 
Switzerland, Uruguay, and Venezuela. 

The act entered into force on January 31, 
1940, the date of the deposit of the eighth in- 
strument of ratification. The countries which 
have deposited instruments of ratification are 
as follows: France, August 17, 1939; Latvia, 
October 17, 1939; Netherlands, January 31, 
1940; Norway, June 9, 1939; Poland, November 
4, 1939; Portugal, August 10, 1939; Rumania, 
August 3, 1939; and Switzerland, July 22, 1939. 

The American Legation at Ciudad Trujillo 
reported by a despatch dated April 5, 1940, 
that the Dominican Republic had ratified the 
act by law No. 233, of March 9, 1940, pub- 
lished in the Gaceta Oficial No. 5427, of March 
15, 1940. 

The American Embassy at Mexico reported 
by a despatch dated April 20, 1940, that the 
Diario Oficial No. 42, of April 18, 1940, pub- 
lishes a decree signed by the President of 
Mexico on December 30, 1939, approving the 
International Act Concerning Intellectual Co- 
operation, signed at Paris on December 3, 
1938. 

HEALTH 


Convention Modifying the Sanitary 
Convention of June 21, 1926 
Mexico 
According to a despatch from the American 
Ambassador to Mexico the Convention, signed 
at Paris on October 31, 1938, Modifying the 
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Sanitary Convention of June 21, 1926, was ap- 
proved by the Mexican Government and pro- 
mulgated by the President of Mexico on De- 
cember 80, 1939. The decree was published in 
the Diario Oficial No. 48, of April 19, 1940. 

According to the information of the Depart- 
ment the convention has been ratified by Aus- 
tralia, Denmark, Egypt, France, Great Britain, 
Greece, Italy, and Sweden, and adhered to by 
Belgium, New Zealand, and the Union of South 
Africa. 

AVIATION 


Convention for the Unification of Certain 
Rules Relating to Assistance and Salvage 
of Aircraft or by Aircraft at Sea 


Mexico 

The American Ambassador to Mexico re- 
ported by a despatch dated April 24, 1940, that 
the decree approving on behalf of Mexico the 
Convention for the Unification of Certain Rules 
Relating to Assistance and Salvage of Aircraft 
or by Aircraft at Sea, signed at Brussels on 
September 29, 1938, was published in the 
Diario Oficial No. 46, of April 28, 1940. The 
President of Mexico signed the decree on De- 
cember 30, 1939. 


CONSULAR 
Consular Convention with Lithuania 


A consular convention between the United 
States and Lithuania was signed on May 10, 
1940, by Mr. Cordell Hull, Secretary of State, 
and Mr. Povilas Zadeikis, Lithuanian Minister 
in Washington. The convention establishes 
the rights, privileges, and immunities of con- 
sular officers of each country in the territories 
of the other country. It will enter into force 
30 days from the date of the exchange of ratifi- 
cations and will remain in force for an initial 
period of 10 years. 


FINANCE 


Convention for the Establishment of an 
Inter-American Bank 


The Convention for the Establishment of an 
Inter-American Bank, drafted by the Inter- 
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American Financial and Economic Advisory 
Committee and submitted for the approval of 
the governments of the American republics, 
was deposited at the Pan American Union on 
May 10, 1940, by the Honorable Sumner Welles, 
Chairman of the Committee, and opened for 
signature on behalf of the American republics. 

The convention was signed on behalf of their 
respective governments by the Minister of 
Bolivia, Sefior Don Fernando Guachalla; the 
Ambassador of Colombia, Sefor Dr. Don Ga- 
briel Turbay; the Minister of the Dominican 
Republic, Sefior Don Andrés Pastoriza; the 
Ambassador of Ecuador, Sefior Capitén Colén 
Eloy Alfaro; the Ambassador of Mexico, Sefior 
Dr. Don Francisco Castillo Najera; the Minis- 
ter of Nicaragua, Sefior Dr. Don Leén De 
Bayle; the Minister of Paraguay, Sefior Dr. 
Don Horacio A. Fernandez; and the Under 
Secretary of State of the United States, the 
Honorable Sumner Welles. 

The convention will remain open to the 
adherence of other American republics. 

The Governments of El Salvador and 
Panama notified the Chairman of the Commit- 
tee that at present they are unable to par- 
ticipate in the Bank. The convention is now 
under study by the other governments which 
as yet have not made definitive replies. 

In accordance with the provisions of the con- 
vention, the Bank will be organized when the 
convention is ratified by at least five govern- 
ments which shall agree to subscribe for a 
minimum of 145 shares of stock of the Bank. 
At that time, an organizing committee will 
meet to proceed with the arrangements neces- 
sary for the organization of the Bank. 

The text of the convention follows: 


CONVENTION FOR THE ESTABLISHMENT OF AN 
Intrer-AMERICAN BANK 


The Governments of the American Republics 
ConsIDERING 

First, that economic and financial coopera- 
tion among the American Republics is an 
essential factor in fostering the welfare of and 
maintaining solidarity among these Republics; 
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Second, that such cooperation would be 
greatly facilitated by the establishment of an 
Inter-American Bank; 

have resolved to conclude a Convention as 
follows: 

Article I 


The High Contracting Parties agree to the 
creation of an institution to be known as the 
“Inter-American Bank” for the purposes and 
with the powers stated in the proposed Charter 
and By-Laws annexed hereto. The High Con- 
tracting Parties agree that the Bank shall be 
accorded the powers, rights and privileges to 
engage in the various activities, transactions 
and operations envisaged in such Charter and 
By-Laws and further agree to enact any legis- 
lation and to take any other action necessary to 
effectuate and protect such powers, rights and 
privileges to the Bank. The United States of 
America also agrees to grant to the Bank a 
Charter substantially in accordance with the 
proposed Charter annexed hereto. Each High 
Contracting Party hereby agrees to subscribe 
for the minimum number of shares required of 
such Party for participation in the Bank as 
provided in the annexed By-Laws. 


Article II 


The High Contracting Parties grant, within 
their respective territories, in time of peace or 
war and in any period of emergency and in any 
other situation, the rights, privileges, immuni- 
ties and exemptions enumerated in this Arti- 
cle; and agree also to enact any legislation and 
to take any other action necessary to effectuate 
and protect such rights, privileges, immunities 
and exemptions. 

A. The Bank, its assets, obligations to it and 
its real and personal property of whatsoever 
nature, including any property deposited with 
it on a custody basis or otherwise, shall where- 
soever located and by whomsoever held, be 
exempt and immune from (1) requisition, 
seizure, attachment, execution, confiscation, 
moratoria and expropriation; (2) prohibitions, 
restrictions, regulations and controls of with- 
drawal, transfer, or export; (3) currency, 
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monetary, exchange and debt regulation and 
control, by the High Contracting Parties or 
any political subdivision thereof, whether or 
not compensation is offered; provided, how- 
ever, that nothing in this paragraph shall pre- 
vent a High Contracting Party or political 
subdivision thereof from attaching or levying 
execution, subject to any prior lien or claim 
of the Bank, upon admitted or adjudicated 
claims of its nationals against the Bank or upon 
property admitted or adjudicated to be held by 
the Bank for such nationals. 

B. Where restrictions, regulations, prohibi- 
tions or controls exist or are hereafter imposed 
in the territory of a High Contracting Party 
in regard to the conversion or exchange of its 
currency into foreign currencies, the High 
Contracting Party shall make available to the 
Bank, by sale or otherwise, as provided in the 
next sentence, foreign exchange and precious 
metals, requested by the Bank, for such local 
currency acquired by the Bank as a result of 
loans, discounts, extensions of credit (includ- 
ing those in the form of deposits), guaranties 
thereof, or investments, made by the bank to 
such High Contracting Party, in its securities 
and obligations, or with its guarantee, express 
approval or consent, or to which it has made no 
timely objection as defined in and when ex- 
pressly provided for by the by-laws of the 
Bank, including principal, interest, and other 
returns thereon. Such foreign exchange and 
precious metals shall be so made available to 
the Bank on a basis, as to amount, rate, and 
all other factors, no less favorable than the 
most favored treatment extended under any 
circumstances by the High Contracting Party 
to any government including its own or to any 
political subdivision, individual, partnership, 
association, corporation or other organization 
or entity of whatsoever nature. 

C. The Bank and its assets and real and per- 
sonal property of whatsoever nature, including, 
without limitation of the foregoing, its 
Charter, franchise, capital, reserves, surplus, 
ineome and profits; its activities, transactions 
and operations; its shares of stock and all 
notes, debentures, bonds and other such obliga- 
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tions issued by the Bank, including dividends 
and interest thereon, by whomsoever held; any 
remunerations or salaries paid by the Bank; 
and any individual, partnership, corporation, 
association or other entity in its dealings and 
relations with the Bank in any of the foregoing 
matters and in its acquisitions, holdings, trans- 
fers or dispositions of any such shares and ob- 
ligations of the Bank, shall be exempt and 
immune from all taxation by a High Con- 
tracting Party or a political subdivision thereof 
now or hereafter imposed and by whatever 
name described, including, without limitation 
of the foregoing, excises, duties and imposts; 
provided, however, that the foregoing shall not 
be construed as preventing the imposition by 
a High Contracting Party or any political sub- 
division thereof of non-discriminatory taxes 
upon nationals of such High Contracting 
Party with respect to any of the foregoing. 
Notwithstanding any of the foregoing, neither 
a High Contracting Party nor any political 
subdivision thereof shall impose any tax on or 
measured by salaries or remunerations paid 
by the Bank to its officers or employees who 
are citizens of any other High Contracting 
Party. Nothing in this paragraph shall make 
the Bank or any other party referred to above 
exempt or immune from any customs duties 
or imposts or other taxation imposed on or in 
connection with the importation or exporta- 
tion of any article; provided, however, that 
the exportation of (1) coin, currency and of 
intangible property, including, without limita- 
tion of the foregoing, shares of stock, credit in- 
struments, securities, and evidences of indebt- 
edness, and (2) precious metals, other than pre- 
cious metals produced in the territory of the 
High Contracting Party and being exported 
for the first time, owned or held by the Bank, 
or deposited with it on a custody basis or other- 
wise, and by whomsoever held, shall be exempt 
and immune from any customs duties or im- 
posts or other taxation. The provisions of this 
paragraph shall not be construed to restrict in 
any manner any exemption, deduction, credit 
or other allowance accorded by the laws of any 
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of the High Contracting Parties in the determi- 
nation of a tax imposed by such party. 

D. The Bank, its assets, obligations to it and 
its real and personal property of whatsoever 
nature, shall, wheresoever located and by 
whomsoever held, be subject to attachment or 
execution by a private party only after final 
judgment or decree in a suit, action, or pro- 
ceeding in a court of a High Contracting Party 
or political subdivision thereof. 

E. The shares of stock and the notes, deben- 
tures, bonds and other securities and obliga- 
tions issued by the Bank shall be exempt and 
immune from prohibitions, restrictions, regula- 
tions, or controls now or hereafter imposed by 
any High Contracting Party or any political 
subdivision thereof, with respect to the regis- 
tration, issue and sale of stock, notes, deben- 
tures, bonds and other securities and obliga- 
tions; provided that notes, debentures, bonds 
and other securities and obligations issued by 
the Bank shall not be issued or sold by the 
Bank in the territory of a High Contracting 
Party which makes a timely objection, as pro- 
vided in the By-Laws of the Bank. 


Article III 


As used in this Convention and the annexed 
By-Laws of the Inter-American Bank “na- 
tionals” of a High Contracting Party or of a 
participating country or government shall in- 
clude any person who is domiciled in, or a citi- 
zen or resident of, such High Contracting 
Party or such participating country or gov- 
ernment; and shall also include any individual, 
partnership, association, corporation or other 
entity organized under the laws of such High 
Contracting Party or such participating coun- 
try or government or political subdivision 
thereof or having a permanent establishment, 
such as a branch, office, agency or other fixed 
place of business, in the territory of such High 
Contracting Party or of such participating 
country or government; but shall not include 
the Bank. 

As used in this Convention and the annexed 
By-Laws of the Inter-American Bank, “po- 
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litical subdivision” shall include territories, de- 
pendencies, possessions, states, departments, 
provinces, counties, municipalities, districts, 
and other similar governmental organizations 
and bodies and agencies and instrumentalities 
thereof. 

Article IV 


The original of the present Convention in 
English, Spanish, Portuguese and French shall 
be deposited in the Pan American Union, in 
Washington, and opened for signature on be- 
half of the American Republics. 


Article V 


The present Convention shall be ratified and 
effectuated by the High Contracting Parties in 
conformity with their respective constitutional 
methods. The Pan American Union shall 
transmit authentic certified copies of the orig- 
inal of the Convention to the High Contracting 
Parties for the purpose of ratification. The 
instruments of ratification shall also be depos- 
ited in the archives of the Pan American 
Union, which shall notify the signatory gov- 
ernments of such deposit. Such notification 
shall be considered as an exchange of ratifica- 
tions, 


Article VI 


The present Convention shall come into 
effect as between such ratifying High Con- 
tracting Parties if and when ratifications of 
this Convention shall have been deposited with 
the Pan American Union by at least five of the 
High Contracting Parties which have agreed 
to subscribe for at least a total of 145 shares 
of stock of the Bank. Each deposit of ratifi- 
cation shall be accompanied by the designation 
of a person to serve on the Organizing Com- 
mittee of the Bank, which Committee shall 
meet forthwith after the Convention shall have 
come into effect as provided herein and proceed 
with all arrangements necessary for prompt 
organization of the Bank. 


Article VII 


Each High Contracting Party shall remain 
bound under this Convention for one year after 
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such Party ceases to participate in the Bank 
and ceases to be in any way obligated to the 
Bank. 

Article VIII 


This Convention shall remain open to the 
adherence of American Republics which are 
not original signatories. The corresponding 
instruments shall be deposited in the archives 
of the Pan American Union which shall com- 
municate them to the other High Contracting 
Parties. 

IN WITNESS WHEREOF: the undersigned pleni- 
potentiaries, having deposited their full powers 
found to be in due and proper form, sign this 
Convention on behalf of their respective Gov- 
ernments, and affix thereto their seals on the 
dates appearing opposite their signatures. 


Proposep CHARTER OF THE INTER-AMERICAN 
Bank 


Sec. 1. There is hereby created a body cor- 
porate with the name “Inter-American Bank”, 
hereinafter referred to as “the Bank”. 

Sec. 2. The structure, operations and activi- 
ties of the Bank shall be as defined by the By- 
Laws, which are annexed to the Convention 
relating to the establishment of the Bank. The 
Bank shall also have all incidental powers 
necessary and proper to carry out the powers 
now or hereafter expressly authorized herein 
or in the By-Laws of the Bank. 

Sec. 3. The Bank may begin operations when 
at least a total of 145 shares of stock of the 
Bank are subscribed for by at least five govern- 
ments which have also deposited their ratifica- 
tions of the aforementioned Convention with 
the Pan American Union. 

Sec. 4. The Bank shall have succession for 
a period of twenty years from the date of 
enactment hereof or until such earlier time as 
it shall be lawfully dissolved. The United 
States agrees not to repeal or amend this char- 
ter except upon the request of the Bank pur- 
suant to a four-fifths majority vote of the 
Board of Directors of the Bank. The United 
States may extend the charter for additional 
twenty year periods upon the request of the 
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Bank pursuant to a four-fifths majority vote 
of the Board of Directors of the Bank. 

Sec. 5. Amendments to the By-Laws of the 
Bank, consistent with the aforementioned Con- 
vention, this Charter, and the purposes of the 
Bank as now set out in Article 5 A of the By- 
Laws of the Bank, may be adopted by the 
Bank pursuant to a four-fifths majority vote 
of the Board of Directors, provided, however, 
that Article 5 A of the By-Laws may not be 
amended, and provided further, that a unani- 
mous vote of the representatives of all the 
participating governments (and not merely 
unanimity of the votes cast) shall be required 
to increase or decrease the minimum holdings 
of participating governments in the stock of 
the bank and to amend the provisions of the 
By-Laws relating to the manner and effect of 
the making of a timely objection by a partici- 
pating government. As used in this act four- 
fifths majority vote of the Board of Directors 
shall mean four-fifths of the votes cast. 

Sec. 6. The Bank shall have power to adopt, 
alter and use a corporate seal; and to make 
such contracts and to acquire, own, hold, use 
or dispose of such real and personal property, 
as may be necessary for the transaction of its 
business. 

Sec. 7. The Bank may sue and be sued, com- 
plain and defend, in any court of competent 
jurisdiction. Any civil suit at law or at equity, 
brought within the United States, its terri- 
tories and possessions, to which the Bank shall 
be a party shall be deemed to arise under the 
laws of the United States, and the district 
courts of the United States shall have original 
jurisdiction of all such suits; and the Bank in 
any such suit may, at any time before the trial 
thereof, remove such suit into the district court 
of the United States for the proper district by 
following the procedure for the removal of 
causes otherwise provided by law. 


By-Laws or THE InTeR-AMERICAN BANK 


1. Location 


The principal office of the Bank shall be in 
the United States of America and at least one 
branch or agency of the Bank shall be estab- 
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lished in the territory of every other partici- 
pating government. Additional branches and 
agencies may also be established. 


2. Capital structure and participation 


A. The capital stock shall be expressed in 
United States dollars (hereafter referred to as 
dollars) and shall be authorized in the amount 
of $100,000,000 consisting of 1000 shares hav- 
ing a par value of $100,000 each, to be paid for 
in gold or in dollars. Fifty percent of the 
issue price of each share shall be paid up at 
the time of subscription for such share and the 
balance may be called up at a later date or 
dates at the discretion of the Board of Direc- 
tors of the Bank; provided, however, that 
with respect to the minimum shares of gov- 
ernments in groups A, B, and C, 25 percent of 
the issue price of each share shall be paid up at 
the time of subscription, an additional 25 per- 
cent of the issue price shall be paid up within 
12 months thereafter, and no calling up of 
balances shall require any government in such 
groups to pay more than 25 percent of the issue 
price of such minimum shares within any 12- 
month period. Three months’ notice shall be 
given of any calling up of any balance on any 
shares. Upon the formation of the Bank the 
shares of stock shall be sold at par. There- 
after the issue price of shares shall be fixed by 
a four-fifths majority vote of the Board of 
Directors. 

B. Stock shall be available for subscription 
only to the Governments of the American Re- 
publics which have subscribed or adhered to 
the Convention relating to the Bank. For a 
Government to participate in the Bank it must 
subscribe for a minimum number of shares, 
determined in relation to the dollar value of 
the total foreign trade of each of the Ameri- 
can Republics during the year 1938, as follows: 


Group A: Up to 25 million dollars: 

Costa Rica, Ecuador, E] Salvador, 

Haiti, Honduras, Nicaragua and 

a iis veo ewe eo 5 shares 
Group B;: Over 25 million dollars 

and up to 50 million dollars: 
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Dominican Republic, Guatemala 

et DNs i ET HESS 10 shares 
Group C;: Over 50 million dollars 

and up to 75 million dollars: 

Nk 66 0 CORON E EES 15 shares 
Group D: Over 75 million dollars 

and up to 100 million dollars: 

CO 6S aS ONES 20 shares 
Group EF; Over 100 million dollars 

and up to 150 million dollars: 

PD hee SKEW eS 25 shares 
Group F: Over 150 million dollars 

and up to 250 million dollars: 

Chile, Colombia and Cuba ..... 30 shares 
Group G; Over 250 million dollars 

and up to 600 million dollars: 

Mexico and Venezuela....... 35 shares 
Group H; Over 500 million dollars: 

Argentina, Brazil and United 

States of America......... 50 shares 


Each participating government may sub- 
scribe for stock in addition to the minimum. 
Where the demand for such additional stock 
exceeds the amount available for issue by the 
Bank, such demand will be met on an equal 
basis from such available shares. 

C. Governments of American Republics 
which do not participate in the Bank at the 
time of its formation or which shall have at 
any time ceased to participate in, the Bank, 
shall be permitted to participate in the Bank 
upon adhering to the Convention relating 
to the Bank, subscribing for the minimum 
number of shares, and complying with any 
other terms and conditions designated in regu- 
lations of the Bank. 

D. Liability of a shareholder on its shares 
shall be limited to the issue price of the shares 
held by it. 

KE. (1) The shares of stock held by each gov- 
ernment shall be security for all the obligations 
of such government to the Bank and shall not 
be otherwise pledged or encumbered by the 
shareholder. 

(2) If a government fails to make payment 
on a share on the day appointed for such pay- 
ment, the Bank may, after giving reasonable 
notice to such government, vest in itself title 
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to such share, paying to the defaulting share- 
holder an amount equal to the fair value of 
such share as determined by the Bank less any 
amount which the Bank considers necessary as 
additional collateral for any outstanding obli- 
gation or liability of such government to the 
Bank. Failure to make payment on a share 
on the day appointed for such payment shall 
deprive the defaulting government of its right 
to exercise a vote in respect of such share so 
long as such government remains in default, 
provided that the failure of a government to 
make payment on the minimum number of 
shares required to be subscribed by it shall de- 
prive such government of the right to exercise 
any voting power during the period of default. 

(3) If a government defaults on any other 
obligation to the Bank, the Bank may, after 
taking reasonable action to realize on any other 
collateral given to secure such obligation and 
after giving reasonable notice to such govern- 
ment, vest in itself title to an appropriate num- 
ber of shares belonging to such government 
and apply to the defaulted obligation the fair 
value of such shares, as determined by the 
Bank. Any amount remaining, less any 
amount which the Bank considers necessary as 
additional collateral for any outstanding obli- 
gation or liability of such government to the 
Bank, shall be paid by the Bank to the default- 
ing government. 

(4) If, after a government has had a reason- 
able opportunity to present its position to the 
Board of Directors, the Board by a four-fifths 
majority vote finds that such government has 
violated any provision of the Convention re- 
lating to the Bank, such government shall cease 
to participate in the Bank, but its obligations 
and duties with respect to the Bank shall con- 
tinue and the Bank may vest in itself title to 
an appropriate number of shares belonging to 
such government and apply the fair value of 
such shares as determined by the Bank to com- 
pensate the Bank for such damages as the 
Bank determines it suffered by reason of such 
violation. Any amount remaining, less any 
amount which the Bank considers necessary as 
additional collateral for any outstanding loan 
or liability of such government to the Bank 
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shall be paid by the Bank to such government. 

F. Shares of stock may be transferred only 
to the Bank or to other participating govern- 
ments at a price to be agreed upon between the 
parties and upon the approval of the transfer 
by a four-fifths majority vote of the Board of 
Directors. If, as a result of the transfer of 
shares of stock or acquisition by the Bank, or 
for any other reason, a government holds less 
than the minimum amount of shares of stock 
required of it, such government shall cease to 
participate in the Bank, but its obligations and 
duties with respect to the Bank shall continue. 

G. The capital structure of the Bank, in- 
cluding the number and par value of shares 
may be increased or decreased by a four-fifths 
majority vote of the Board of Directors, except 
that a unanimous vote of the representatives of 
all the participating governments (and not 
merely unanimity of the votes cast) shall be 
required to increase or decrease the minimum 
holdings of participating governments. 

H. The voting power of the participating 
governments on the Board of Directors shall be 
distributed as follows: 20 votes for each gov- 
ernment for its minimum shares, and 1 vote 
for each additional share. However, regard- 
less of the amount of stock owned by it, no 
government shall have a voting power in excess 
of 50 percent of the total voting power of all 
the other participating governments. 


3. Management 


A. The administration of the Bank shall be 
vested in the Board of Directors composed of 
one director and one alternate appointed by 
each participating government. Each govern- 
ment shall appoint its director and alternate 
and any nominee or proxy in a manner to be 
determined by it. Such director shall serve 
for a period of two years, subject to the pleas- 
ure of his government. An alternate and a 
nominee or proxy shall serve for such period 
as shall be determined by his government. The 
Bank shall pay such reasonable expenses as 
are incurred by the directors and alternates 
and nominees or proxies in attending any meet- 
ings of the Board or any committee of the 
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Bank. The voting power held by a participat- 
ing government shall be exercised by the di- 
rector and in his absence by the alternate and 
in the absence of both the director and alter- 
nate by the nominee or proxy of such govern- 
ment in such manner as the Board may pro- 
vide by regulations. The alternate may other- 
wise participate in the activities of the Board. 

B. Meetings of the Board of Directors shall 
be held not less than four times a year and 
may be held either at the principal or any 
branch office or at any other city in a partici- 
pating country as the Board may determine. 
The president may call special or extraordi- 
nary meetings of the Board at any time. All 
meetings, regular, special or extraordinary, 
shall be held upon such reasonable notice as 
the Board may provide by regulations. 

C. The Board of Directors shall select a 
president of the Bank who shall be the chief 
of the operating staff of the Bank and who 
also shall be ex-officio chairman of the Board, 
and one or more vice presidents, who shall be 
ex-officio vice chairman of the Board. The 
president and vice presidents of the Bank shall 
hold office for two years, shall be eligible for 
reelection and may be removed for cause at any 
time by the Board. The Board of Directors 
shall determine the order in which vice presi- 
dents shall serve as acting president and chair- 
man in the absence of the president. 

D. The departmental organization of the 
Bank shall be determined by the Board of Di- 
rectors. The heads of departments and other 
similar officers shall be appointed by the Board 
on the recommendation of the president. The 
remainder of the staff shall be appointed by 
the president. 

E. The Board of Directors may also appoint 
from among its members an executive com- 
mittee. The Board may at any meeting, by a 
four-fifths majority vote, authorize the presi- 
dent or the executive committee or any other 
committee of the Bank to exercise any speci- 
fied powers of the Board; provided, however, 
that such powers shall be exercised only until 
the next meeting of the Board and shall be 
exercised in a manner consistent with the gen- 
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eral policies and practices of the Board. The 
Board may also, by a four-fifths majority vote, 
delegate to designated officers and committees 
of the Bank, for such periods as it may deter- 
mine, power to make loans and extend credit 
in such small amounts as may be fixed by the 
Board. 

F. The Board of Directors may appoint ad- 
visory committees chosen wholly or partially 
from persons not regularly employed by the 
Bank. 

G. The Board of Directors, within a year 
after its first meeting, shail by regulations 
prescribe the reserves to be established and 
maintained against demand deposits and other 
obligations of the Bank and shall prescribe a 
limitation on the amount of intermediate and 
long-term assets in relation to capital and sur- 
plus; and such regulations shall not be 
amended, modified or revoked except by a 
four-fifths majority vote of the Board. 

H. Before the Bank finally approves an in- 
termediate or long-term loan or extension of 
credit, a full written report on the merits of 
the proposed transaction shall be prepared by 
a committee of experts which may include 
persons other than officers and employees of the 
Bank. 

I. Except as herein otherwise provided, 
decisions of the Board of Directors shall be by 
simple majority of the votes cast. In the case 
of equality of votes, the chairman, or in his 
absence the vice chairman serving in his stead, 
shall have a deciding vote. When deemed by 
the president to be in the best interests of the 
Bank, decisions of the Board may be made, 
without a meeting, by polling the directors on 
specific questions submitted to them in such 
manner as the Board shall by regulations pro- 
vide. The Board shall by regulations deter- 
mine what constitutes a quorum for a meeting. 

J. Authorization or approval by four-fifths 
majority vote of the Board of Directors shall 
be required for the making and granting of 
intermediate and long-term loans and credits, 
including the assumption of the obligation of 
a guarantor on intermediate and long-term 
loans and credits; the acquisition and sale of, 





519 


and dealing in intermediate and long-term ob- 
ligations and securities; the discounting and re- 
discounting of intermediate and long-term 
paper; engaging in bullion and foreign ex- 
change transactions and guaranteeing the 
availability and the rates of exchange of the 
currencies of participating governments; the 
issuance of debentures and other securities and 
obligations of the Bank; the payment of in- 
terest on deposits of governments, fiscal agen- 
cies and political subdivisions thereof and cen- 
tral banks; the selection or removal of a presi- 
dent, the vice presidents, heads of departments 
and other similar officers of the Bank; the de- 
termination of the departmental organization 
of the Bank and of the functions and duties 
of the officers and principal employees of the 
Bank and the executive and other committees; 
the calling up of the balances due on stock; 
the establishment, creation, change or discon- 
tinuance of the principal office and branches 
and agencies of the Bank, and for amending 
the By-Laws, except that Article 5A of these 
By-Laws may not be amended, and except that 
the provisions of these By-Laws relating to 
the manner and effect of the making of a 
timely objection by a participating govern- 
ment may not be amended except by a unani- 
mous vote of the representatives of all the 
participating governments (and not merely 
unanimity of the votes cast). 

K. Authorization or approval of specified 
series, classes, groups or other categories of 
transactions may be made in advance by the 
Board of Directors by the vote required in such 
cases by these By-Laws. 


4. Accounts and Profits 


A. The financial year of the Bank shall end 
on December 31. 

B. The books and accounts of the Bank shall 
be expressed in terms of dollars. 

C. The Bank shall publish an annual report 
and at least once a month a statement of ac- 
count in such form as the Board of Directors 
may prescribe. The Board shall cause to be 
prepared a profit and loss account and a bal- 
ance sheet for each financial year. All pub- 
lished documents shall be printed in the official 
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languages of the participating governments. 
The Board shall designate a committee of Di- 
rectors to arrange for examination, at least 
once a year, of the books and accounts of the 
Bank by competent experts to be selected by 
the committee. 

D. The yearly net profits of the Bank shall 
be applied as follows: 

1. Not less than 25 percent of such net profits 
shall be paid into surplus until the surplus is 
equal in amount to the par value of the au- 
thorized capital stock of the Bank. 

2. The remainder of such net profits shall be 
applied towards the payment of a dividend of 
not more than 3 percent per annum on the paid 
up amount of the stock of the Bank; provided, 
however, that dividends shall be noncumula- 
tive and no dividends shall be paid so long as 
the capital of the Bank is impaired. 

3. The balance of such profits shall be paid 
into surplus and be designated a dividend 
reserve. 

E. The Board of Directors by a four-fifths 
majority vote may declare dividends out of the 
dividend reserve in surplus of the Bank, pro- 
vided, however, that total dividends in any one 
year, including dividends paid pursuant to 
paragraph D2 above, shall not be more than 3 
percent of the paid-up amount of the stock. 

F. The Bank may not be liquidated except 
by a four-fifths majority vote of the Board of 
Directors. Upon liquidation of the Bank and 
after discharge of all the liabilities of the 
Bank, the assets remaining shall be divided 
among the shareholders. 

G. The shares shall carry equal rights to 
participate in the profits of the Bank and in 
any distributions of assets upon liquidation of 
the Bank. 


5. Purposes and Powers 


A. The Bank is created by the American 
Republics to carry out the following purposes: 

(1) Facilitate the prudent investment of 
funds and stimulate the full productive use of 
capital and credit. 

(2) Assist in stabilizing the currencies of 


DEPARTMENT OF STATE BULLETIN 


American Republics; encourage general direct 
exchanges of the currencies of American Re- 
publics; encourage the maintenance of adequate 
monetary reserves; promote the use and dis- 
tribution of gold and silver; and facilitate 
monetary equilibrium. 

(3) Function as a clearing house for, and in 
other ways facilitate, the transfer of inter- 
national payments, 

(4) Increase international trade, travel and 
exchange of services in the Western Hemi- 
sphere. 

(5) Promote the development of industry, 
public utilities, mining, agriculture, commerce 
and finance in the Western Hemisphere. 

(6) Foster cooperation among the American 
Republics in the fields of agriculture, industry, 
public utilities, mining, marketing, commerce, 
transportation and related economic and finan- 
cial matters. 

(7) Encourage and promote research in the 
technology of agriculture, industry, public 
utilities, mining and commerce. 

(8) Engage in research and contribute ex- 
pert advice on problems of public finance, ex- 
change, banking and money as they relate 
specifically to the problems of American Re- 
publics. 

(9) Promote publication of data and in- 
formation relating to the purposes of the 
Bank. 

B. In order to carry out the foregoing pur- 
poses, the Bank shall have specific power to: 

(1) Make and grant short-term, intermediate 
and long-term loans and credits in any currency 
and in precious metals to participating govern- 
ments and to fiscal agencies, central banks, 
political subdivisions and nationals thereof; 
provided that any such loan or credit having a 
maturity exceeding two years to any such fiscal 
agency, central bank, political subdivision or 
national shall be guaranteed by the government 
thereof, and provided further that any such 
loan or credit having a maturity not exceeding 
two years shall not be made or granted by the 
Bank to any such fiscal agency, central bank, 
political subdivision or national if the govern- 
ment thereof makes a timely objection. 


























MAY 11, 1940 


(2) Buy, sell, hold and deal in the obliga- 
tions and securities of any participating gov- 
ernment and of fiscal agencies, central banks, 
political subdivisions and nationals thereof, 
unless such government makes a timely objec- 
tion to the purchase thereof; provided that 
such obligations and securities having ma- 
turities exceeding two years as are not the di- 
rect liability of such government are guaran- 
teed by such government; and _ provided, 
further, that the Bank shall not buy obliga- 
tions and securitids that are in, default in 
whole or in part as to principal or interest. 

(3) Guarantee in whole or in part credits 
and loans made from any source to any par- 
ticipating government and to fiscal agencies, 
central banks, political subdivisions and na- 
tionals thereof, provided that such credits 
and loans having maturities exceeding two 
years as are not direct obligations of such gov- 
ernment are guaranteed by such government, 
and provided further that such credits and 
loans having maturities not exceeding two 
years as are not direct obligations of such gov- 
ernment shall not be guaranteed by the Bank 
if such government makes a timely objection. 

(4) Act as a clearing house of funds, 
balances, checks, drafts and acceptances. 

(5) Buy, sell, hold and deal in precious 
metals, currencies and foreign exchange for 
its own account and for the account of others; 
provided, however, that no such transaction 
shall be entered into with a fiscal agency, cen- 
tral bank, political subdivision, or national of 
a participating government, if such govern- 
ment makes a timely objection; and guarantee 
the availability and the rates of exchange of 
the currencies of participating governments. 

(6) Issue or sell debentures and other se- 
curities and obligations of the Bank to obtain 
assets for the purposes of the Bank, provided 
that such debentures and other securities and 
obligations shall not be issued or sold by the 
Bank in the territory of any participating gov- 
ernment which makes a timely objection. The 
Bank may also borrow in any other manner 
from participating governments, and from 
political subdivisions and banking institutions 
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thereof unless the government of the lender 
makes a timely objection. 

(7) Accept demand, time, and custody de- 
posits and accounts from others, including par- 
ticipating governments and fiscal agencies, 
central banks, political subdivisions and na- 
tionals thereof unless the participating govern- 
ment makes a timely objection; provided that 
the Bank shall pay interest, if any, only on 
deposits of governments, fiscal agencies and 
political subdivisions thereof and central 
banks. 

(8) Discount and rediscount bills, accept- 
ances and other obligations and instruments of 
credit of participating governments and fiscal 
agencies, central banks, political subdivisions 
and nationals thereof, provided that such paper 
having maturity exceeding two years as is not 
the direct obligation of such government is 
guaranteed by the government, and provided 
further that such paper having a maturity not 
exceeding two years as is not the direct obliga- 
tion of such government shall not be discounted 
or rediscounted by the Bank if such govern- 
ment makes a timely objection. 

(9) Rediscount with any government, fiscal 
agency or banking institution bills, acceptances 
and instruments of credit taken from the 
Bank’s portfolio; provided, however, that the 
Bank may not rediscount with a fiscal agency 
or a banking institution in the territory of a 
participating government which makes a timely 
objection. 

(10) Open and maintain demand, time, and 
custody deposits and accounts with govern- 
ments and banking institutions and arrange 
with governments and banking institutions to 
act as agent or correspondent for the Bank, 
unless such banking institution is situated in 
the territory of a participating government 
and such government makes a timely objection. 

(11) Act as agent or correspondent for any 
participating government and for fiscal agen- 
cies, central banks and political subdivisions 
thereof, unless the government makes a timely 
objection. 

(12) Engage in financial and economic 
studies and publish reports thereof. 
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(13) Buy, sell and deal in cable transfers, 
accept bills and drafts drawn upon the Bank, 
and issue letters of credit; all subject to the 
limitations herein provided with respect to 
loans, extensions of credit, discounting and re- 
discounting of paper, and dealing in obliga- 
tions and securities. 

(14) Adopt, alter and use a corporate seal; 
acquire, own, hold, use or dispose of such real 
and personal property as may be necessary for 
the transaction of its business; and make con- 
tracts subject to the limitations herein pro- 
vided. 

(15) Exercise incidental powers necessary 
and proper to carry out the powers expressly 
authorized herein. 

C. The Board of Directors shall determine 
the nature of the operations which may be 
undertaken by the Bank in the exercise of its 
powers and in order to effectuate its purposes. 
The operations of the Bank shall at all times 
be conducted in conformity with the laws of 
the territory where the Bank is acting and, so 
far as possible, be conducted in conformity 
with the policies of the participating govern- 
ment directly concerned. 


6. Interpretations and Definitions 


As used herein: 

A. Four-fifths majority vote of the Board of 
Directors shall mean four-fifths of the votes 
cast. 

B. “Short-term” shall mean a period less 
than one year; “intermediate” shall mean a 
period from one to five years; and “long-term” 
shall mean a period longer than five years; 
and the period applicable to any outstanding 
obligation shall be the period remaining to 
its maturity rather than the period from its 
issuance to maturity. 

C. A government shall be deemed to make a 
timely objection only if such government, after 
its director is notified by the Bank of the 
Bank’s proposed action or course of action, pre- 
sents to the Bank within the reasonable period 
of time fixed by the Board, through such gov- 
ernment’s director, alternate, nominee or proxy 
its objection to such action or course of action. 
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The Bank shall notify the directors represent- 
ing the governments concerned when the 
Bank contemplates action or a course of action 
as to which provision for such timely objection 
is made in these By-Laws. 


[Released to the press May 9] 

The Secretary of State in a letter dated 
March 13, 1940," informed the Chairman of 
the Inter-American Financial and Economic 
Advisory Committee that the Government of 
the United States is prepared to sign a pro- 
posed convention for the establishment of an 
Inter-American Bank.. The Inter-American 
Financial and Economic Advisory Committee 
on April 16 approved a resolution adopting 
definitive texts of convention, charter, and by- 
laws for the establishment of such bank, fixed 
May 10, 1940, as the date for the signature of 
the convention, and requested the nomination 
of plenipotentiaries for the purpose. 

The Secretary of State has announced that 
the convention in its definitive text as adopted 
by the Inter-American Committee on April 16 
will be signed on behalf of the United States 
by the Under Secretary of State, the Honorable 
Sumner Welles, on Friday, May 10, at noon, at 
the Pan American Union. 


History or THE Prosecr 


The present project for the establishment of 
an Inter-American Bank is the result of sev- 
eral months of intensive work in the Inter- 
American Financial and Economic Advisory 
Committee and is the outcome of many years 
of discussion of the desirability of creating 
such an institution. The First International 
Conference of American States discussed the 
matter of providing adequate inter-American 
banking facilities, and on April 14, 1890, 
adopted a resolution recommending that the 
governments grant liberal concessions to facili- 
tate inter-American banking and especially 
such as might be necessary for the establish- 
ment of an international American bank. 


™ See the Bulletin of March 16, 1940 (Vol. II, No. 
88), pp. 805-806. 
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This resolution was approved by a vote of 14 
to 0, Argentina, Bolivia, Brazil, Chile, Colom- 
bia, Costa Rica, Guatemala, Honduras, Mexico, 
Nicaragua, Paraguay, Peru, the United States, 
and Venezuela all indicating their concurrence. 
The Secretary of State, James G. Blaine, in 
transmitting the resolution to President Harri- 
son indicated his approval of passage of a law 
by the United States incorporating such an 
international American bank, and President 
Harrison transmitted the resolution and letter 
of Secretary Blaine to the Congress for ap- 
propriate action. 

The Second International Conference of 
American States on January 21, 1902, recom- 
mended that a powerful inter-American bank 
be set up in New York, Chicago, San Francisco, 
New Orleans, Buenos Aires, or any other im- 
portant mercantile center and that it be as- 
sisted in every manner compatible with the 
internal legislation of each of the American 
republics. This resolution was signed by 
Argentina, Bolivia, Colombia, Costa Rica, the 
Dominican Republic, Ecuador, El Salvador, 
Guatemala, Haiti, Honduras, Mexico, Nica- 
ragua, Paraguay, Peru, the United States, and 
Uruguay. 

The provision of inter-American banking 
facilities, especially in view of the dislocations 
occasioned by the European war, was discussed 
at length at the First Pan American Financial 
Conference which met from May 24 to 29, 1915. 

In 1988, the Seventh International Con- 
ference of American States, upon the initiative 
especially of the delegations of Peru and Uru- 
guay, unanimously adopted a resolution rec- 
ommending the creation of an inter-American 
bank to establish and promote inter-American 
credit and the interchange of capital, to collab- 
orate in the reconstruction of national mone- 
tary conditions, and to perform such other tasks 
as the Third Pan American Financial Con- 
ference might entrust to it. The Third Pan 
American Financial Conference did not take 
place, and the Eighth International Conference 
of American States in 1938 considered a num- 
ber of resolutions which had been presented to 
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the Seventh Conference and to the Inter- 
American Conference for the Maintenance of 
Peace. It resolved to request the Pan Ameri- 
can Union to study the possibilities of estab- 
lishing an organization to carry out the pur- 
poses envisaged. 

In 1939, the Meeting of the Foreign Minis- 
ters of the American Republics at Panama 
adopted a resolution creating the Inter-Ameri- 
can Financial and Economic Advisory Com- 
mittee to study, among other things, the need, 
form, and conditions for the establishment of 
an inter-American banking institution. Later 
in the same year the First Meeting of Finance 
Ministers of the American Republics at Guate- 
mala recommended to the urgent attention of 
the Inter-American Financial and Economic 
Advisory Committee a study of the desirability 
of creating such a bank. 

The Inter-American Financial and Eco- 
nomic Advisory Committee began its work in 
Washington on November 15, 1939, and imme- 
diately turned its attention to the matter of an 
inter-American bank. After several months of 
intensive effort in which the delegates repre- 
senting the 21 American republics were as- 
sisted by a group of experts from the United 
States Departments of State and Treasury, the 
Board of Governors of the Federal Reserve 
System, and the Federal Loan Agency, the In- 
ter-American Committee on February 7 adopted 
a resolution recommending to the governments 
of the American republics the establishment of 
such a bank and submitted for their considera- 
tion drafts of a convention, charter, and bylaws 
for its establishment. Comments and sugges- 
tions were received from a number of the 
governments and were carefully studied, and 
on April 16 the Inter-American Committee 
approved the final texts mentioned above. 


MoTIvEs FOR AND PURPOSES OF THE PROPOSED 
Bank 


The establishment of an inter-American 
bank would be a step of major importance in 
the development of inter-American financial 
and economic cooperation and the economic 
implementation of the “good neighbor” policy. 
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It has been apparent for some time that there 
has existed a wide zone of economic and 
financial activity among the American re- 
publics for which the existing machinery of 
cooperation has been inadequate. 

The Bank, generally speaking, is designed 
to promote the fuller exploitation of the 
natural resources of the Americas, to intensify 
economic and financial relations among the 
American republics, and to mobilize for the so- 
lution of economic problems the best thought 
and experience in the Americas. The pur- 
poses of the Bank are enumerated in more 
detail in section 5-A of the bylaws. 


ORGANIZATION OF THE BANK 


The charter and sections 2 and 3 of the by- 
laws provide in considerable detail for the 
organization of the proposed Bank. The Bank 
is to be an intergovernmental organization. 
All of the shares are to be subscribed by gov- 
ernments of the American republics, and none 
of the shares may pass to others than govern- 
ments of the American republics. The mini- 
mum number of shares to be subscribed by each 
of the American republics in order to partici- 
pate in the Bank is specified in section 2-B of 
the bylaws; this schedule is based upon the 
foreign trade of each of the American re- 
publics in the year 1938. According to this 
schedule the United States is in group H with 
Argentina and Brazil; the members of this 
group are required to subscribe to a minimum 
of 50 shares, or $5,000,000 each. The liability 
of shareholding governments on their shares 
is limited to the issue price thereof. 

Voting among participating nations is dis- 
tributed as follows, in accordance with section 
2-H of the bylaws: 20 votes for each govern- 
ment for its minimum shares and 1 vote for 
each additional share which it may subscribe. 
Important decisions require a four-fifths vote. 
It is thus possible that one or more govern- 
ments may acquire sufficient shares to possess 
more than 20 percent of the total vote and thus 
be able to exercise a veto power on important 
decisions. 





DEPARTMENT OF STATE BULLETIN 


The directors of the Bank are all to be ap- 
pointed by the shareholding governments and 
are to be responsible to them alone. Gener- 
ally speaking, moreover, the Bank may take no 
action which may affect a particular nation 
until after that nation has been given an op- 
portunity to object to, or to give its consent, 
approval, or guaranty to the operation. This 
safeguard of the interests of individual na- 
tions is inherent in the entire plan and appears 
throughout the drafting. In addition, it is 
specifically provided in section 5-C that: 


“The operations of the Bank shall at all 
times be conducted in conformity with the laws 
of the territory where the Bank is acting and, 
so far as possible, be conducted in conformity 
with the policies of the participating govern- 
ment directly concerned.” 


Unrtep States ParticipaTION IN THE Estas- 
LISHMENT OF THE BANK 


The appropriate convention will be signed 
on behalf of the United States on May 10, 
1940. Ratification of this convention by the 
United States will of course depend on the 
advice and consent of the United States Senate 
by a two-thirds vote. In addition, since the 
proposed Bank would be set up under a Federal 
charter granted by the United States, Congress 
will in accordance with the convention be re- 
quested to issue such a charter. Moreover, 
certain additional legislation will be necessary 
in order to permit the participation of this 
Government in the Bank. Specifically, the 
United States must subscribe to at least the 
minimum number of shares required for par- 
ticipation by a country in group H. Consid- 
eration of all these matters in the Senate and 
the House of Representatives will provide 
ample opportunity for a full discussion of the 
proposal. 

Section 4 of the proposed charter provides 
that the Bank shall have succession for a 
period of 20 years, which may be extended, or 
until such earlier time as it shall be lawfully 
dissolved, in accordance with the terms of the 
bylaws, and that the United States agrees not 
to repeal or amend the charter except upon the 
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request of the Bank pursuant to a four-fifths 
majority vote of the Board of Directors of the 
Bank. This charter and the bylaws of the pro- 
posed institution are to be annexed to the con- 
vention and to be integral parts of it. It is 
obviously not feasible to permit one party to 
an international convention ratified in each 
country according to its constitutional pro- 
cedure to be free to change an integral part of 
the convention without the agreement of all of 
the other parties thereto. 


Powers OF THE BANK 


The powers with which it is proposed to en- 
dow the projected institution are specified in 
section 5-B of the bylaws. In general it may 
be said that the Bank is given rather broad 
powers, subject to restrictions which will be 
mentioned immediately below, to engage in all 
usual banking operations. In keeping with 
the intergovernmental character of the insti- 
tution, it is specified that all extensions of 
credit by the Bank, either direct or indirect, 
must be to a participating government or to a 
fiscal agency, central bank, political subdi- 
vision, or national of a participating govern- 
ment with the guaranty of that government, or, 
in the case of extensions of credit having a 
maturity not exceeding 2 years to any such 
fiscal agency, central bank, political subdi- 
vision, or national, only if the government 
thereof does not make a timely objection. In 
this way, and in accordance with the provisions 
of section 5-C of the bylaws, which was quoted 
above, special care has been taken to ensure to 
each country the ability to bar any activity of 
the Bank within its territory which such coun- 
try may deem undesirable. ° 

While the purposes and powers of the pro- 
jected Bank have been stated in fairly broad 
and elastic terms, as is both customary and es- 
sential in the organic laws of such institutions, 
discussions during the drafting of the conven- 
tion and bylaws indicated that it was the in- 
tention of the Inter-American Financial and 
Economic Advisory Committee to complement 
existing financial institutions rather than to 
provide a substitute for them. 
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Rieuts, Privizeces, Immunities, aND ExEmMp- 
TIONS GRANTED TO THE BANK 


In view of the intergovernmental character 
of the Bank, arising especially from the fact 
that all the participants are sovereign gov- 
ernments, article II of the convention would 
grant to the proposed Bank certain rights, 
privileges, immunities, and exemptions which 
would permit the Bank to carry on any opera- 
tions to which the governments concerned have 
indicated no objection without being liable to 
subsequent unilateral action against the Bank 
by any of the governments. Special care has 
been taken in the drafting to concede such 
rights, privileges, immunities, and exemptions 
which are essential to the proper functioning 
of the Bank without permitting abuses to oc- 
cur. Thus article II, A and D, of the con- 
vention permits legal action in regard to ad- 
judicated claims against the Bank and its de- 
positors. Similarly, article II C specifically 
excludes general nondiscriminatory taxation, 
such as income taxation, upon individuals 
dealing with the Bank from any tax exemption 
accorded by the convention. Moreover, article 
II B assures the Bank that, where exchange 
restrictions or controls exist, it shall be ac- 
corded facilities for transferring out from a 
country, on the most favorable basis, amortiza- 
tion, interest, and other returns only from 
loans and investments of funds to which the 
government concerned had not previously made 
the timely objection which it is privileged to 
make. 


POSTAL 
Universal Postal Convention of 1939 


Mexico 


According to a despatch from the American 
Ambassador to Mexico dated April 23, 1940, the 
President of Mexico signed on December 30, 
1939, a decree approving the Universal Postal 
Convention, the Regulations of Execution, the 
Provisions Regarding Air Mail, and the Ar- 
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Regional Radio: Convention Between the United 
States of America (in Behalf of the Canal Zone) and 
_Other Powers.—Signed at Guatemala City December 
8, 1938; proclaimed September 18, 1939. Treaty 
Series No. 949. 9 pp. 5¢. 
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SECOND PAN AMERICAN CONFER. 

ENCE OF COMMERCIAL AGENTS 
[Released to the press May 8] 

This Government has accepted the invitation 
of the Brazilian Government to participate in 
the Second Pan American Congress of Com- 
mercial Agents, which will be held at Rio de 
Janeiro from May 25 to June 1, 1940. The 
President has approved the designation of Mr. 
Walter J. Donnelly, commercial attaché, 
American Embassy, Rio de Janeiro, Brazil, 
as delegate on the part of the United States. 
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